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Summary | 


Expected increases in crop and meat production, leading to 
some buildup in inventories, could push net farm income 
over 10 percent to between $48 and $53 billion this year. 
Cash receipts are expected to rise from $2 to $10 billion and 
more than offset a decline in direct Government payments. 
Total expenses could increase 3 to 6 percent. However, the 
increase in gross income exceeds the rise in expenses by a 
large enough margin to push net farm income above the 
1987 record of $47 billion. Net cash income, which does not 
include inventories, could fall from last year’s record $60 
billion. 


Wheat and corn receipts are expected to rise as much as 15 
percent this year, following sizeable gains last year. Vegeta- 
ble receipts are also expected to rise. Soybeans, however, 
will probably see falling receipts as higher domestic produc- 
tion and record foreign output lead to a 25-percent decrease 
in prices. 


Total livestock and poultry receipts should see a modest rise, 
but hogs could be the only livestock group facing a drop. 
The drop will be small (less than $500 million) but will be 
on top of a $1-billion drop last year. 


Cash expenses should rise by 3 to 6 percent in 1989, about 
the same as last year. A third of the expected gain is 
accounted for by expense items directly related to the 
increase in the number of acres planted. Short-term interest 
expenses are rising because of increased input use and 


higher annual interest rates. Long-term interest expenses are 
continuing to fall as old debt is being retired and long-term 
rates decline. Total interest expenses are forecast to rise by 
over 10 percent. 


The farm sector balance sheet shows continuing improve- 
ment in U.S. agriculture’s financial position. Farm asset val- 
ues should rise 4 to 6 percent this year, averaging $780 to 
$790 billion. Rising real estate values are driving this 
increase. Debt levels will probably be unchanged from last 
year. Debt movements in 1989 will be heavily influenced by 
implementation of the Agricultural Credit Act of 1987 and 
by FmHA working through its problem loan portfolio. 
Equity in the sector could rise 5 to 7 percent, the third 
straight year of improvement, and reach $643 to $653 billion. 


Results from the 1988 Farm Costs and Returns Survey are in 
and show that there was little overall change in the financial 
characteristics of U.S. farms between 1987 and 1988. On 
average, farm profits were higher, but fewer farms were prof- 
itable. Survey responses this year indicate that firms con- 
tracting for both crop and livestock production are major 
players in U.S. agriculture. Contractors receive about 10 per- 
cent of gross farm income and pay about 5 percent of total 
expenses. Forty-eight percent of the farm and ranch opera- 
tors said they had no outstanding liabilities, an improvement 
of 4 percentage points over 1987. The ending debt/asset 
ratio was 0.13, down from 0.15 a year earlier. 







Glossary Of Terms In 
Farm Income And Finance 









Net cash income—is the difference between cash 
receipts, farm related income, and direct Government 
payments and cash expenses. This cash-based concept 
measures the total income farmers receive in a given 
year, regardless of the year in which the marketed out- 
put was produced. It indicates the availability of funds 
to cover cash operating costs, finance capital invest- 
ments and savings, service debts, maintain living stan- 
dards, and pay taxes. 














Net farm income—is the difference between gross 
farm income and total expenses. This accrual-based 
concept measures the profit or loss associated with a 
given year’s production. Additions to inventories are 
treated as income. Nonmoney items such as deprecia- 
tion, the consumption of farm-grown food, and the net 
imputed rental value of operator dwellings are 
included. 










Net cash flow—is the sum of: gross cash income, the 
change in loans outstanding, net rent to nonoperator 
landlords, and the net change in farmers’ currency and 
demand deposits; minus gross cash expenses and gross 
capital expenditures. This financial indicator measures 
cash available to farm operators and landlords in a 
given year. It indicates the ability to meet current obli- 
gations and provide for family living expenses, and to 
undertake investments. 










Debt/asset ratio—measures both proportional owner 
equity in the farm and the financial risk exposure of 
the operation (the extent to which the farm’s assets 
have been borrowed against). It is calculated as total 
debt outstanding as of January 1, divided by the 
farmer’s estimate of the current market value of owned 
assets of the farm business. 









Equity level—measures net worth. It is the hypotheti- 
cal balance that would remain from the sale of assets 
and paying off existing debt. It is calculated as total 
operator assets minus operator debt outstanding. 











Current and inflation-adjusted dollars—In this report, 
dollar values of income, expense, asset, and debt 
items, unadjusted for the effects of inflation, are 
referred to as current or nominal dollars. Current or 
nominal figures, which indicate the purchasing power 
prevailing in the cited year, do not allow for fully accu- 
rate comparisons across time. To allow for meaning- 
ful comparisons across time, adjustments for the 
effects of inflation are made. Adjusted figures use a 
1982 base and are interchangeably referred to as real, 
constant dollar, or inflation-adjusted. 












Farm Income 


Higher Production and Rebuilt Stocks 
Maintain Income 


Expected increases in crop and meat production should push 
net farm income to $48 to $53 billion this year, while net 
cash income could fall from the 1988 record. A 4-percent 
($6 billion) increase in cash receipts is expected to more than 
offset a 25-percent ($4 billion) decline in direct Government 
payments. More crop production could also raise calendar 
year-end inventories and contribute to the 5- to 8-percent 
gain in gross farm income over last year. 


The increase in planted acres and relatively high feed costs 
will likely lead to a 3- to 6-percent increase in total farm pro- 
duction expenses. However, the $9- to $14-billion increase 
in gross income exceeds the projected $4- to $8-billion 
increase in total expenses by a large enough margin to push 
net farm income above the 1987 record of $47 billion. 


Net cash income could fall as much as 13 percent. Gross 
cash income will increase less than gross farm income 
because higher year-end inventories do not affect cash 
income. Increases in cash expenses are expected to be larger 
than gains in cash income. 


Record Receipts in 1989 


Both crop and livestock receipts are expected to exceed pre- 
vious record levels. With the projected 3- to 8-percent 
increase this year, crop receipts could be 17 to 23 percent 
above 1986 and 1987, and as much as 6 percent ($5 billion) 
above the 1985 record. Livestock receipts are expected to 
rise for the fourth consecutive year, and approach $80 bil- 
lion, with poultry showing the largest absolute and relative 
gains in cash receipts. 


Figure 1 
Farm Income 
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Wheat, Corn, and Vegetable Receipts Up, 
Soybeans Down 


Both wheat and corn receipts are expected to rise as much as 
$1 billion this year, following sizeable gains in 1988. Wheat 
and corn receipts could account for half of the increase in 
crop receipts. Vegetables account for 10 to 15 percent of all 
crop receipts. The $1-billion increase in vegetable receipts 
is about 30 percent of the total gain projected for crop cash 
receipts. 


Wheat receipts are being buoyed by strong demand in the 
face of low stocks. Although acreage reduction program 
(ARP) requirements were reduced to 10 percent of base 
(from 27.5 percent), increased planted acres of wheat will 
not increase supply as much as initially forecast because of 
damage to the winter wheat crop. Even with a winter wheat 
crop as much as 20 percent below last year’s level, total 
wheat production could be up 17 percent from 1988. How- 
ever, more wheat is not expected to weaken prices. Wheat 
stocks at the beginning of the 1989/90 crop year were only 
28 percent of total projected use and are expected to fall to 
23 percent by the end of the crop year, compared with an 
average of 65 percent for 1983-1987. 


Even with the relatively large $1-billion increase, corn 
receipts would still be more than $5 billion below the 1985 
level. Lower prices are expected in response to large produc- 
tion gains. However, the price decline is expected to be mod- 
erate because stocks are low relative to recent years, even 
though corn supplies are not nearly as tight as wheat sup- 
plies. Ending stocks for the 1989 corn crop are expected to 
be roughly half of the 1985 to 1987 average while use is 
expected to be slightly above the average for the same 3 
years. 


The projected 13-percent increase in vegetable receipts is 
driven by reduced yields expected for dry edible beans, pota- 
toes, and fresh vegetables. Last year’s drought-reduced sup- 
plies of many commodities and adverse weather this year — 
too wet in some areas, too dry in others — are expected to 
keep upward pressure on vegetable prices. 


Soybean receipts may slip slightly, following a 25-percent 
gain in 1988. Increased production and reduced exports 
could raise 1989/90 ending stocks to double the unusually 
low 1988/89 levels. Record foreign output and higher 
domestic production could lead to a 25-percent decline in the 
1989/90 season-average price. 


Poultry Receipts Gain, Hog Receipts Down 


Total livestock and poultry receipts are expected to rise mod- 
estly. After 3 years of growth, cattle and calf receipts are 
likely to remain at their 1988 level as cattle producers begin 
to build their herds. Poultry receipts, on the other hand, are 
expected to rise 6 percent, over $2 billion above their 1987 
level and over 50 percent above just 10 years ago. Fueled by 


continued strong consumer demand, farm prices for both tur- 
keys and broilers are increasing this year even though pro- 
duction is also expected to rise. 


Hogs are the only livestock group facing a decline in 
receipts. This decline could be less than $500 million but 
would be on top of a decrease of over $1 billion last year. 
Feed costs may remain relatively high this year and high hog 
slaughter rates are keeping hog prices down. However, pork 
production is increasing much less than last year’s 9 percent. 


Government Payments Down 


Total direct Government payments could fall by as much as 
a quarter from last year’s $14.5 billion. This decline can be 
attributed largely to last year’s drought as relatively high 
prices for feed and food grains combined with lower target 
prices to reduce deficiency payments disbursed in 1989. For 
wheat, the season-average price received by farmers on the 
1989 crop could equal the target price. This compares with 
the 1984/85 - 1987/88 period when season-average prices 
received by farmers were all $1.00 or more lower than the 
target price. 


For corn and sorghum, most of the decline in deficiency pay- 
ments during 1989 can be traced directly to the relatively 
high prices during the last part of 1988. Deficiency pay- 
ments are disbursed three times throughout the crop year: at 
program sign-up at the start of the crop year, after the first 5 
months of the marketing year, and at the end of the market- 
ing year. For the 1988 corn and sorghum crops, the payment 
after the first 5 months was due in the first quarter of this 
year and was much lower than in previous years because of 
high prices throughout the fall of 1988. 


In contrast to the projection for much lower deficiency pay- 
ments under the wheat, corn, and sorghum programs, cotton 
and rice deficiency payments are expected to be higher in 


Figure 2 
Government Payments Declining 
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1989 than last year. As with corn and sorghum, a large por- 
tion of the calendar 1989 deficiency payments for cotton and 
rice is for the 1988 crop. For both crops, prices weakened 
towards the end of 1988 so the deficiency payments in the 
early part of this year were higher than in 1988. 


Mitigating the effects of lower wheat, corn, and sorghum 
payments in 1989 are an expected increase in Conservation 
Reserve Program rental payments and approximately $2.3 
billion in disaster payments made under the 1988 Disaster 
Assistance Act. Because of uncertainty regarding details of 
any disaster relief this year, no related payments have been 
considered in the current forecast. 


Expenses 


Cash expenses are projected to rise 4 to 7 percent in 1989, 
nearly the same rate as last year. In 1988, feed costs rose 
over $4 billion, accounting for half of the total increase in 
cash expenses. Feed expense could grow more than $1 bil- 
lion in 1989, contributing as much as 25 percent of the $4- to 
$8-billion gain in total cash expense. In contrast, a third of 
the expected increase in 1989 is accounted for by expense 
items directly related to the increase in the number of acres 
planted: seed, fertilizer, fuels and oils, and chemicals. 


Planting more acres will increase fuel and oil use, as will har- 
vesting and hauling more grain. Higher fuel prices also con- 
tribute to the rise in fuel and oil expenses. Crude oil prices 
rose over a third between the beginning of January and the 
middle of April. Further increases in crude oil prices this 
year should have little effect on fertilizer and chemical 
expenses because the bulk of these expenses takes place 
early in the year. 


Total interest expenses could rise by over 10 percent as short- 
term interest expenses rise and long-term interest expenses 
fall for the second consecutive year. Short-term interest 
expenses should rise because of the relatively large increase 
in planted acres and more borrowing for machinery and 
equipment purchases. Higher annual average rates also con- 
tribute to increased short-term interest expense. 


Real estate interest expenses, on the other hand, are expected 
to be less than in 1987 and 1988. Higher land values in 1989 
— the third consecutive year of rising prices — would tend 
to increase real estate interest. At the same time, real estate 
debt is not expected to rise because old debt is being retired 
or refinanced. Long-term rates have declined recently and 
some farm loans carried rate reductions. 


Net Cash Income Expected to Rise in 
Northeast and West 


Even though total net cash income is expected to decline 7 to 
13 percent this year, the Northeast and the West may record 
slight increases (table 1). This would be the fifth straight 
year of higher income for the West, representing growth of 


Figure 3 
Prices Pald and Received by Farmers 





% of 1977 
200 
180 arunnuuuuee 
160 OLE OCT ae a er: 
e aot 
To, ? one la aa stent® * 
140 oe, hago 
*ey,,0088%, 5 Received 
¢ (livestock) 
120 
Received 
oo (crops) 
1984 85 86 87 88 89 
Figure 4 


Prices Paid for Major Production Inputs 
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Farm Production Expenses 


$ billion 
150 


125 


100 *e 
RES SS S 


75 aaa Se es : Ses erent 


© x ASSO 
os a relerest expe: i Tiett 
% 
S li a 


il! 
|Manufactured inputs| 


50 





1989 forecast. 


over 50 percent since 1984. In contrast, the projected $3-bil- 
lion decline in net cash income for States in the Midwest 
accounts for three quarters of the total U.S. decline. This 
decline in the Midwest reflects lower Government payments 
and a $4-billion increase in cash expenses. Even with the 
forecast fall of nearly 13 percent, net cash income in the Mid- 
west would be about 50 percent higher than in 1984 and only 
8 percent below the 1985-1988 average. The Southeast and 
the South Central regions are also expected to experience 
lower net cash income this year but less of a decline than in 
the Midwest. 


Crop Recelpts Up in All Regions 


Crop and livestock receipts are expected to rise in all 
regions. The largest increase in crop receipts is likely to be 
in the Midwest, 13 percent, with the Southeast and Northeast 
up by 7 to 8 percent. The South Central States are expected 
to exhibit the smallest increase in crop receipts, 3 percent. 


Growth in the Midwest can be attributed to large, 10 to 15 
percent, increases in both wheat and com returns. Total 
wheat receipts, with the Midwest accounting for more than 
half, are expected to rise 16 percent. The total rise in corn 
receipts is expected to be slightly smaller than for wheat but 
the Midwest accounts for a much larger share so the region’s 
gain will be proportionately higher. Crop receipt strength in 
the Southeast is more diverse. Tobacco and vegetables, 
accounting for over a third of the Southeast’s crop receipts, 
are expected to rise nearly 20 percent. 


The most important factors in the crop receipt picture for the 
South Central region are the projected decline in rice and the 
relatively small increase in cotton, the area’s two most 

important crops. Together, cotton and food grains, of which 


Table 1--Income components by region 


Figure 6 


U.S. Regions 





rice is the dominant crop, comprise over half of the region’s 
crop receipts and are expected to grow only 2 percent this 
year. 


Less Variation Across Regions for 
Livestock Receipts 


Increases in livestock receipts are expected to be more uni- 
form across regions and more moderate than the rise for 
crops. Livestock receipts in the Northeast may rise more 
than 5 percent. Dairy accounts for over half of the region’s 
livestock receipts and may grow nearly 5 percent. Poultry, 
accounting for an additional 24 percent of the region’s live- 
stock receipts, is projected to increase over 5 percent. 


Livestock receipts in the South Central and West are 
expected to rise 2 percent or less this year, following gains 
of approximately 9 percent in 1988. States in the Midwest, 
on the other hand, are likely to see a small increase in live- 
stock receipts, possibly 3 percent, while States in the South- 


ete ee ed ea Government Cash cash cash 
Crops Livestock yments expenses income = ————____ncome 
1987 Billion dollars 
Seo 6.4 0.3 6.4 10.5 4.1 
Sc 23.4 5525 10.5 45.5 69.6 24.1 
Southeast 10.8 11.1 jee 14.3 24.1 9.8 
South Central 6.7 11.8 2a 15.0 22.3 7.3 
West 19.3 12.9 2.1 23.1 35.4 12.3 
U.S. Total 63.8 et 16.7 104.3 162.0 57.7 
1988 
3. 6.5 0.2 6.7 10.7 4.0 
ae 36:5 33.9 9.4 48.3 72.3 24.0 
Southeast 12.1 11.6 0.9 Des 25.7 yrs 
South Central 9.1 12.8 2.2 16.4 252. 8 
West 20.7 14.1 até 25.0 Sivint: 12.7 
U.S. Total 72.6 78.9 14.5 111.7 171.6 59.9 
1989F 
4.0 7.0 0.2 7.5 11.6 4.1 
peeces 30.4 35.0 5.4 52.0 72.9 ene 
Southeast 130 T1E5 0.8 17.0 ar oe 
cea oie lee ae ; 3679 38.5 12.8 
wis! Total 75 to 79 78 to 82 9 to 12 116 to 120 170 to 175 52 to 57 


east are not expected to record any growth in these receipts. 
One reason for this disparity in growth rates is the fact that 
hogs are relatively more important in the Midwest and the 
Southeast than in the other regions. Hogs, the only livestock 
for which a decline in total receipts is forecast, accounts for 
over 20 percent of livestock receipts in the Midwest and over 
10 percent in the Southeast but less then 5 percent in the 
West and South Central regions. 


Government Payments Down Unevenly 
Across Regions 


The decline in Government payments is one of the more 
notable aspects of the income picture in 1989. Total direct 
payments are expected to drop by over a quarter from 1988 
but, more than any of the other major income components, 
the distribution across regions is uneven. Ten- to 15-percent 
declines in direct payments are expected for States in the 
Northeast and Southeast while the decline for the West is 
likely to be less than 10 percent. The Midwest is likely to 
experience a decline of over 40 percent in direct payments as 
deficiency payments for feed grains and wheat drop by two- 
thirds and nearly half, respectively, during 1989. Direct pay- 
ments to producers in the South Central region could rise 
over 20 percent because payments to cotton and rice produc- 
ers are expected to increase. Because this region accounts 
for over half of all cotton receipts and over two-thirds of all 
rice receipts, payments during 1989 under these two pro- 
grams are expected to be substantially higher than last year. 


Expenses Up Evenly 


The increase in cash expenses is expected to be similar 
across regions. The largest increase, over 10 percent, may 
occur in the Midwest because planted acres increased more 
there than elsewhere. The increases in the Northeast and the 
West are expected to be small, less than 3 percent, whereas 
States in the Southeast and South Central regions are likely 
to see expenses up 4 to 8 percent. This uniformity is due 
largely to the fact that increases for all major expense items 
are projected. For the Northeast, Midwest, and South Cen- 
tral regions, the projected 8 percent growth of feed expenses 
is important because of major livestock production. Simi- 
larly, expenses are up in the Southeast and West — the two 
regions in which crop receipts exceed livestock receipts — 
because of increases of over 10 percent for fertilizer, fuels, 
and other expenses associated with crop production. 


Type of Farm Adds Perspective 


Aggregate income and expense estimates for the farm sector 
do not fully reflect conditions of different types of farms. 
Although most farms produce more than one commodity, 
farms are becoming more specialized. A single commodity 
or group of commodities accounts for at least half of total 
sales on a majority of farms. Grouping farms according to 
the commodities providing most of the operation’s cash 
receipts provides a more meaningful picture of the farm situ- 






Definition of Farm Types 






Farms were classified into types according to the com- 
modity or group of commodities that accounted for at 
least half of crop and livestock receipts (market sales 
of crops and livestock plus CCC loans). For example, 
cash grain farms had at least 50 percent of receipts 
from wheat and other food grains, corn and other feed 
grains, and soybeans and other oil crops. Sales of a 
single cash grain did not necessarily account for half 
of total commodity receipts. This classification system 
corresponds to the Standard Industrial Classification 
(SIC) system used by the U.S. Department of Com- 
merce. 


















SIC code At least half of 
receipts from: 


Farm Type 





Cash grain 11 Wheat, rice, corn, 
sorghum, soybeans, 
sunflowers, and other 
cash grains 







Cotton Cotton 






Tobacco Tobacco 












Fruit-vegetables 134, 16, Potatoes, and other 
17 vegetables, fruits, and 
treenuts 










Nursery-greenhouse 18 Ornamental, and 
nursery products 










Other crops 19 Crops, but not in 
above categories 










Red meat Cattle, calves, hogs, 


and sheep 








Dairy 24 Milk and other dairy 
products 








Poultry and eggs 25 Broilers, other 
chickens, eggs, and 
turkeys 








Other livestock 29 Livestock, but not in 
above categories 






ation. Estimates and forecasts for specific farm types are 
more sensitive to modifications of production and price data 
than farm-sector totals. Specialization implies that a single 
commodity or input can have more impact on farms grouped 
by similar enterprises. 


There are fewer crop farms than livestock farms according to 
the 1988 Farm Costs and Returns Survey (FCRS). Livestock 


Table 2--Specialized farms’ proportions of cash receipts 1/ 


Commodity Cash grain Cotton Tobacco 
Feed grains 80 1 1 
Food grains 74 2 * 
Oil crops 76 2 2 
Cotton 10 78 * 
Tobacco 4 0 78 
Vegetables 5 zi 1 
Fruit * * * 
Beef 5 3 - 
Pork 10 * * 
Sheep & lambs 5 e 0 
Poultry & eggs * * * 
Milk * 0 * 


Farm type 
Fruit-veg Red meat Poultry Dairy 
Percent 

1 10 a 2 

1 14 2 

- 15 oS 2 

1 3 0 S 

1 7 0 4 

77 1 0 2 

95 1 * e 

oy 87 is 5 

ae 85 tet 2 

* 91 * * 

t 1 94 td 

e 1 0 97 


* = less than 0.5 percent. 1/ For example, cash ey farms account for 80 percent of all cash grain receipts, 74 


percent of all food grain receipts, 76 percent of al 


farms are 63 percent of all farms and about SO percent of all 
farms specialize in red meat production. Nearly 20 percent 
are cash grain farms, and with dairy (9 percent) and other 
crop (7 percent), these four types are the most numerous. 


Some farm types are more specialized than others (table 2). 
Cash grain farms account for the bulk of grain and oil crop 
cash receipts but red meat farms also produce crops and 
receive 10 to 15 percent of cash grain receipts. Almost all 
fruit is sold by fruit-vegetable farms, but these farms sell less 
than 80 percent of all vegetables. Poultry and milk sales are 
almost exclusively from poultry and dairy operations. 


Net cash income is expected to be lower in 1989 for crop 
and livestock farms (table 3). Crop farms could experience a 
small (2 to 3 percent) decline, while livestock farms’ net 
cash income may fall about 14 percent. Cash expenses of 
livestock farms show a 7-percent gain (over $4 billion) that 
swamps the 1-percent ($1 billion) rise in gross cash income. 
Beef cash receipts should be stable in 1989 but hog receipts 
are expected to fall about 3 percent. Poultry and dairy 
receipts will be up 4-6 percent. Poultry is the only livestock 
farm showing higher net cash income in 1989 than 1988. 
Red meat and dairy net cash income drops sharply. 


Table 3--Cash income and expenses by farm type, 1988-89F 


Gross cash Cash Net cash 
income expenses income 
F VOCMRRccmoscciceic ceases sfc oS aars 
a 1988 1989F 1988 1989F 1988  1989F 
ee 4) on Billion dollars 
Cash grain 41.8 42.5 Spe oe Useil  Witer 
Gotten 5.4 5.4 3.2 3.4 2.3 2.0 
Tobacco 2.4 2.9 1.9 2.0 -6 =o 
Fruit-veg. 16.6 17.0 6.0 6.4 10.6 10.5 
Other crops 8.1 8.3 6.7 ave 1.3 1.1 
Nurser 7.1 7.6 4.8 5.2 ene 2.4 
Total crops 81.4 83.7 46.3 49.5 SS 342 
Red meat 51-3 51.0 41.0 43.8 10.3 13 
Poultry 1S Omeeyl Sal 1.3 1.4 Aileen ec 25 
Pr eiectiaecd a! 1 
ther livestoc c : 2 : : - 
Total lvstk. 90.2 91.3 65.3 69.8 24.9 21.5 


F = Forecast. 


oil crops receipts, etc. 


Crop farms’ expenses should also rise 7 percent, but the 3- 
percent gain in gross cash income keeps net cash income 
from falling more than 3 percent. However, most of the 
decline is registered by cash grain farms. Cotton farms may 
not have lower income in 1989 if recent developments trig- 
ger higher prices and improved cash receipts than those cur- 
rently forecast. 


The higher production expense forecast for 1989 affects crop 
and livestock farms disproportionately. Cash grain farms 
account for about 24 percent of gross cash income and 21 
percent of cash expenses. While red meat farms accumulate 
30 percent of gross cash income, they register 37 percent of 
cash expenses. Nearly $3 billion of the $7.6-billion pro- 
jected increase in sector expenditures accrues to red meat 
farms and $1.6 billion to cash grain farms. However, 
expense items showing the largest growth rates (over 10 per- 
cent) are inputs used more by crop than livestock enterprises, 
fertilizer, fuels, pesticides, storage, and transportation. 

These crop expenses could increase $2.6 billion in 1989. 
Feed costs may rise $1.6 billion (8 percent). In addition, live- 
stock farms that produce crops are also affected by some of 
the increased crop production expense. 


Reduction of direct Government payments will have the 
most effect on cash grain farms since they received over S50 
percent of payments in 1988. However, livestock farms col- 
lect about 35 percent of total direct payments, with dairy 
farms accounting for 8 percent and red meat 26 percent. 
Direct payments will probably decline about $3.5 billion 
from 1988. If market prices of corn and wheat move up 
closer to their target prices as stocks decline throughout the 
1989/90 crop year, then deficiency payments will be lower 
than current estimates. 


Cash grain farms could have direct payments fall $2 billion 
in 1989 and another $1.3 billion could be the reduction of 
direct payments to livestock farms. Wheat and corn defi- 
ciency payments are projected to fall more than 60 percent 
during calendar 1989 from totals received in 1988. Cotton 
deficiency payments are expected to fall in 1989 because of 
strong world market prices, so the total direct payments 


received by cotton farms may decline more than $200 
million. 


New Survey Shows 1988 Finances Stable 


USDA’s annual Farm Costs and Retums Survey (FCRS) of 
farm and ranch operators shows that there was little overall 
change in the financial characteristics of U.S. farms between 
1987 and 1988: 


e On average, farm profits were higher, but fewer farms 
were profitable. 


e More farms had no outstanding liabilities and fewer had 
high debt compared with assets. 


e Financial performance was relatively stable in 1988; the 
share of farms in either a favorable (67 percent) or vulner- 
able (5 percent) position was similar to that of 1987. 


e Vulnerable farms, because of crop failure or marketing 
factors, were unable to generate sufficient income to 
cover all expenses, despite having similar levels of pro- 
duction expenses, debt, and assets with other farms with 
high debt. 


e Vulnerable farms owed over $16 billion in operator debt, 
the largest share of which was owed to commercial banks. 


e Firms contracting with growers and producers (particu- 
larly with broilers, hogs, and vegetables) are major play- 
ers in U.S. agriculture. About 10 percent of gross farm 
income and 5 percent of total expenses belong to some- 
one other than the farm operator. 


The FCRS is a survey of farm and ranch operators and, there- 
fore, measures the financial well-being of these operations. 
The financial indicators derived from the FCRS, however, 

do not fully represent the agricultural sector as measured in 


An operation’s financial condition can be assessed by 
jointly considering the net income position (positive or 
negative) and the amount of debt relative to assets 
(above or below 0.40). Income can be measured on 
either a cash or net farm basis. Farms with positive net 
income and low debt are considered in a favorable 


financial position while those with negative income 
and low debt are considered in a marginal income 
position. Those with positive income and high debt 
are of marginal solvency and those with both negative 
income and high debt are vulnerable. 
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the official USDA income estimates presented in the appen- 
dix of this report. An example of exclusions is agricultural 
landlords who rent land to farm operators. 


Net Incomes Rise Slightly But Fewer Operations 
Have Positive Incomes 


Net farm income—Average net farm income (profits) rose in 
1988, despite the drought. However, the percent of farm 
operations with positive incomes fell slightly from 1987. 
Fewer farms were profitable. Still, some 75 percent of farms 
represented in the FCRS were profitable in 1988 compared 
with 78 percent in 1987. 


The largest drop in the share of farms with positive net farm 
income was for those with gross sales of $20,000-$39,999, 
operations in the Corn Belt and Southern Plains, and units 
specializing in the production of cash grains, nursery and 
greenhouse products, and poultry. The situation was more 
pronounced for operators with little or no reserves on hand. 
Livestock producers were hurt by higher feed costs. At the 
opposite extreme, producers managing to harvest crops or 
having large inventories benefited from higher market prices. 


Average net farm income increased by about 1.5 percent toa 
level of $21,300. Higher earnings from crop and livestock 
sales raised gross farm income, despite lower direct Govern- 
ment payments, more loan redemptions from the CCC 
(treated as withdrawals from current income), and fewer net 
additions to crop and livestock inventories. Average 
expenses also increased but not enough to override the 
expansion in gross farm income. 


Net cash income: Net cash income averaged $17,400 per 
farm operation, up $500 from 1987. More than half of all 
farms (53 percent) had positive net cash farm income in 
1988, identical to 1986 but down 4 percentage points from 
1987. 
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Marginal Marginal 
Item Favorable income solvency Vulnerable 


Net farm income: 
1988 66.9 19.5 8.3 
1987 68.1 16.9 10.1 
1986 56.8 21.6 11.7 


Net cash farm income: 
1988 


46.0 40.4 6.8 6.8 

1987 48.5 36.5 8.2 6.8 
1986 41.0 37.0 11.7 9.9 
1985 40.4 38.3 11.3 10.0 
1984 40.8 40.1 9.2 9.9 

Wet income 

considering all 

sources of income 

and expenses: 1/ 
1988 49.1 37.3 6.6 7.0 
1987 See 33.4 8.1 6.8 
1986 47.4 31.0 11.1 10.5 
1985 45.4 33.3 10.1 ilar 
1984 41.4 39.6 6.9 12.1 


FS Ne SO Se eee em aaa aa alow a rene we evans oe te nse eel Se eel ee 


1/_ This income measure was formerly denoted as net cash 
household income. However, a detailed analysis of farm 
household financial performance will be published at a later 

Source: Farm Costs and Returns Surveys, USDA. 
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Item Favorable 
ALL farms 66.92 
Income and expenses: 
Crop sales 24,528 
Livestock sales 26,421 
Other farm income 067 
Gross cash farm income 58,615 
Noncash adjustments 12,624 
Gross farm income 71,240 
Total expenses 45 ,437 
Net farm income 25 ,803 
Nonfarm income 27,812 
Farm assets 360, 788 
Land and_ buildings 239,212 
Farm equipment 37,468 
Livestock inventory 25,689 
Crop inventory 10,121 
Purchased inputs , 108 
Other assets 33,820 
Farm operator debt 24,530 
By original term of loan: 
Less than 1 year 3,064 
1-10 years 8,327 
More than 10 years 13,139 
Commodity Credit Corporation 
crop loans 1,502 
Net worth 336,258 
Ratios: 
Debt to asset 0.07 
Return on assets : -05 
Cash expenses/gross income -69 
Interest/gross income .05 


Source: 1988 Farm Costs and Returns Survey, USDA. 


As with net farm income, the largest declines in percent of 
operations with positive income were confined to particular 
farm sizes, regions, and types. In the three economic classes 
between $10,000 and $99,999, the decline in the share of 
farms With positive net cash income ranged from 6 to 9 per- 
centage points. The Com Belt, Delta, Northern Plains, and 
Pacific regions had the largest declines among the regions. 
Operations specializing in cash grains, cotton, nursery or 
greenhouse, and other livestock saw average net cash 
income fall at least 6 points. 


Debt/Asset Ratios Improve 


The distribution of farm and ranch operations by debt/asset 
ratio indicates that 48 percent of farms ended 1988 with no 
outstanding liabilities, an improvement of 4 points over 
1987. The debt/asset ratio is a financial measure of sol- 
vency, or the ability to pay all legal debts. At the other 
extreme, fewer farms had relatively high levels of debt com- 
pared with assets. The 4.4 percent of farms with debt/asset 
ratios above 0.70 owed 19.4 percent of farm operator debt at 


Marginal Marginal ALL 

income solvency Vulnerable farms 
Percent 
19.48 8.26 5.55 100.00 
Dollars per farm 

17,042 46,824 25,417 24,959 
25,573 63,433 45,165 30,313 
4,348 20,604 Polit 1134 
46,963 130,860 79 , 093 63,406 

-935 16,528 1,639 7 
46,027 147,388 PW eY-4 73,125 
, 084 105,653 108,279 57,591 
-19,056 ,(3> -27,54 15,534 
34,84 23,904 28,469 28 , 895 
409,237 290,219 270,357 359,575 
9 , 884 179, 708 167,903 236,469 
40,682 643 42,851 9,14 
27,683 36,248 30,721 27,219 
6,504 11,988 8,225 9,469 
1,852 ,oot 2,629 1,841 
38,909 12,019 12,264 31,861 
37,012 181,831 179,681 48,232 
3,467 14,574 16,097 4,788 
12,785 54,079 7,887 15,619 
20,759 113,179 105,698 27,825 
1,574 5,451 5,425 2,052 
372,226 108,388 90,675 311,343 

Ratio 

0.09 0.63 0.66 0.13 
- .06 sallbs -.10 .02 
Aree’ 14 W723) -82 
-10 -10 Ee -07 


the end of 1988, down from 23.4 percent a year earlier. The 
average debt/asset ratio for U.S. farms at the end of 1988 
was 0.13 compared with 0.15 at the end of 1987. 


Higher asset values, thanks to increases in land values and 
coupled with continuing efforts by farmers to avoid debt 
financing and reduce current debt levels, have resulted ina 
stronger solvency position for farmers. At the end of 1988, 
farm operators had average assets of $359,600 per farm and 
debt of $48,200, resulting in a net worth of $311,300. In 
1987, farmers had assets of $349,700, debt of $52,900, and 
an average net worth of $296,800. 


Debt/asset ratios were highest for the larger economic 
classes, for farms specializing in poultry, dairy, cash grains, 
and cotton, and in the Lake States, Corn Belt, and Northern 
Plains. 


A more detailed analysis of 1988 farm financial performance 
will be available in late September in Financial Characteris- 
tics of U.S. Farms, January 1, 1989. 
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Table 6--Average operating characteristics by net farm income and debt/asset ratio position 


Marginal Marginal All 
Item Favorable income solvency Vulnerable farms 
Percent 

All farms 66.92 19.48 8.26 5.33 100.00 

Economic class: 
Sales over $250,000 59.39 15.90 16.79 7.9 100.00 
Sales $40 ,000-$250 000 62.13 16.25 14.22 7.40 100.00 
Sales under $40,00 69.38 21.01 5.28 4. 100.00 

Production specialty: 
Cash grain 61.68 18.89 12.40 7.03 100.00 
Tobacco 78.06 10.61 6.35 4.97 100.00 
Cotton _ 69.48 14.63 10.19 5270 100.00 
Other field crops 71.98 10.93 10.40 6.69 100.00 
Vegetable, fruit, nut 70.92 17.02 6.71 5.35 100.00 
Woreer ys greenhouse 68.24 18.56 5.68 7.52 100.00 
Beef, hog, sheep 68.33 22.29 5521 4.17 100.00 
Poultry 59.19 9.44 22.79 8.58 100.00 
Dairy | 63.95 14.90 15.10 6.05 100.00 
Other livestock 53.95 34.31 6.46 5.28 100.00 

Region: 
Northeast 70.82 18.92 6.52 3.74 100.00 
Lake States 58.25 21.52 13.16 7.07 100.00 
Corn Belt 64.60 20.47 8.23 6.71 100.00 
Northern Plains 63.31 16.25 13.54 6.91 100.00 
Appalachia 75.07 16.56 5.72 2.65 100.00 
Southeast 72.25 19.19 5.40 Se5 100.00 
Delta A 75.57 14.34 5.92 4.17 100.00 
Southern Plains 60.42 27.29 6.83 5.45 100.00 
Mountain 69.02 15.56 9.31 6.11 100.00 
Pacific 64.91 18.73 9.02 7.34 100.00 

ae Acres per farm 

Land characteristics: 
Acres owned 269 316 232 257 274 
Acres cash rented 113 173 210 305 143 
Acres share rented 55 52 146 85 64 
Acres operated. 516 637 662 761 565 
Crop acres irrigated 19 17 37 27 21 
Pasture 257 315 230 393 273 
, Peak number 

Livestock: 
Cattle 52 55 71 68 55 
Hogs 30 41 70 19 38 
Sheep 6 6 14 13 7 
Poultry 272 580 1,254 1,372 472 
Other 304 96 135 384 254 

Years 

Operator: 
Age . 55 5 43 43 5 
Education 12 12 13 13 12 
Number of dependents 3 3 4 5 3 


ee a Ne ep ie ce ers hae: te eter eeu gen eget me (eS mr a-nation) sm on owe oh dsl mn Saws ets ow es canvases eae TO Re ee 


Each component of farm income is forecast separately and 
the magnitude of the associated errors varies considerably. 
The forecast errors for farm related income are particularly 
large in percentage terms and remain high through the fore- 
cast periods. However, farm related income is a relatively 
small component of income. The 27-percent error for the 
second quarter is only $1.1 billion. 


A Note On Forecast Errors 


Forecasting is the backbone of ERS’ Situation and Outlook 
program. Financial forecasts for a given year begin with 
USDA’s Agricultural Outlook Conference in the fall preced- 
ing the forecast year and continue until final estimates are 
constructed approximately 18 months later. Forecasts are 
published quarterly in the Agricultural Income and Finance 
Situation and Outlook report and Agricultural Outlook. The forecast errors for the inventory adjustment were, on 
average, the largest of all the forecast items for every quar- 
ter. One of the factors that makes this a difficult variable is 
that it is not forecast directly but results from the combina- 
tion of other forecasts. Not only do forecast errors in prices, 


There is an error associated with each forecast, which is sim- 
ply the difference between the final estimate and the fore- 
cast. This error tends to decrease as time progresses and 


more complete data become available (tables 7 and 8). Esti- 
mates are referred to as final only to distinguish them from 
the forecasts and are considered final only in the sense that 
they are not based on any forecasts. However, statistical 
series are subject to revision for a number of years as new 
and revised data become available. 
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production, marketing patterns, and CCC loan activity all 
affect the inventory adjustment forecast, but these errors 
may compound each other rather than be offsetting. 


The other large forecast errors are for net cash and net farm 
income. Just as with the inventory adjustment, net cash and 


Cee OC ce eae ele Sain RS Sen See Sa SG SAAS SESSA RS AS CSS SAS OS Sm 


: Outlook : ist Qtr. 2nd Qtr. 3rd Qtr. : 4th Qtr. Ist Qtr. 2nd Qtr 
Income» component” : Conference: Average Average Average Average Average Average 
: Billion dollars 
Cash receipts : 5.2 bed 5.e 3.4 3.6 2.6 1.0 
Crops : 4.2 3.9 4.1 3.2 3.3 1.4 8 
Livestock : 229 2.4 1.6 8 8 aso 23 
Direct Gov't. payments : one 1.6 of a o an 2 
Farm related income E 1.4 1.4 1.1 8 8 8 of 
Gross cash income : 6.5 6.9 6.0 4.5 4.3 2.9 1.7 
Nonmoney income _ : 135 14 2 8 6 oo 4 
Realized gross income : 6.5 6.6 5.8 4.7 4.5 4.2 2.8 
Inventory adjustment : 3.9 oie 3.0 2.6 2.0 2.0 Ve 
Total gross income : (ee 7.4 6.7 6.0 5.8 4.2 PASTE 
Cash expenses : 8.0 6.0 4.4 3.4 205 2.4 1.9 
Total expenses : 8.7 6.8 4.9 3.8 2.8 2.6 2.0 
Net cash income : 9.6 8.2 one 4.4 4.4 3.0 ee 
Net farm income ' 7.0 7.0 Saf oe 5.6 3.8 asf 
Off-farm income : (ait: 2.2 nil flava 2.0 2.0 2.0 
Table 8--Error variation (percent) in farm income forecasts, by forecast date (1982-88 average) 
: Outlook 1st Qtr. 2nd Qtr. 3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 
Income component : Conference: Average Average Average Average Average Average 
: Percent 
Cash receipts : 3.6 3.7 3.6 2.4 2.6 1.9 sh 
Crops ; 6.1 5.7 6.0 4.6 4.7 cri Veal 
_Livestock 3.8 sme eal 1.0 lee Leo) -6 
Direct Gov‘t. payments ay o4.0 21.6 9.8 Ta 4.1 6.3 Vet 
Farm related income 7» 356.5 34.4 28.5 19.8 19.1 18.6 16.0 
Gross cash income : 4.0 4.3 Bits 2.8 2.8 1.8 et 
Nonmoney income _ : 10.7 9.5 7.7 6.7 4.7 4.5 3.6 
Realized gross income : Sel Sao 3.4 eat 2.0 2.4 1.6 
Inventory adjustment : 149.4 109.5 95.1 88.4 91.6 128.8 94.9 
Total gross income 2 4.6 4.4 4.0 3.6 55 225 1.6 
Cash expenses : Tad Died) 4.0 3.2 2.4 ZnS 1.7 
Total expenses 5 6.5 ao 3.7 2.9 ee 2.0 es 
Net cash income se 20ny 17.7 13.0 9.6 10.0 6.9 4.0 
Net farm income : 20.6 eure 20.5 21.8 195.1 12.9 6.8 
off-farm income : 5a Bat 4.8 4.0 4.6 4.7 4.8 
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net farm income are the result of other forecasts. They are 
constructed by subtracting an expense forecast from an 
income forecast. Therefore the forecast errors of these num- 
bers are expected to be larger than for the other components 
because errors in the income components may compound 
each other. In addition, both net income numbers are less 
than half the magnitude of either expenses or gross income 
so a given absolute error will be much larger proportion- 
ately. Thus, relatively good forecasts of both gross income 
and expenses can result in very large forecast errors for net 


An important thing to note is that a given dollar forecast 
error will be proportionately larger for net income than for 
gross income or expenses. The average errors for the final 
forecast illustrate this point (last column of tables 7 and 8). 
The forecast error for gross cash income was, on average, 
$1.7 billion or 1-1 percent. The final forecast error for net 
cash income was also $1.7 billion, an error of over 3 percent, 
nearly three times the relative forecast error for gross cash 


Three things should always be kept in mind when using the 
income forecasts. First, the forecasts improve as the year 
progresses. Second, the net income forecasts cannot be 
expected to have the same accuracy as the forecasts of the 


individual income and expense items because these errors 
are additive and may compound each other. Finally, because 
both net cash income and net farm income are much smaller 
than gross income or expenses, a given dollar forecast error 
will be a much larger proportion of the net income estimate 
than of either the gross income or the expense estimates. 


Preliminary 1988 State Farm Income 
Estimates 


The first estimates of 1988 farm income for the United 
States and individual States are now available (appendix 
table 2). Until early August 1989, only a forecast of U.S. 
farm income had been made. Detailed estimates of individ- 
ual components are made at the State level as data become 
available. The State estimates allow the construction of a 
more accurate U.S. estimate to supersede the previous fore- 
cast. 


The current estimate of 1988 farm income will be revised 
over several years as additional data and revisions become 
available from the USDA and other sources, and from Agri- 
cultural Censuses every 5 years. The USDA estimates are 
benchmarked to the Census estimates. State statistics from 
the 1987 Census are becoming available, with the U.S. statis- 
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tics to follow. In addition, the results of an important Census 
follow-up survey conducted in 1988 will be published after 
the Census volumes are released. 


Commodity receipts make up most of gross income and are 
estimated primarily from data provided by NASS (appendix 
table 4). Most of the production, price and marketing data 
required for the receipt estimates are published after the 
close of the year. The majority of the data are released from 
January through the end of June, but for some commodities, 
for example, citrus and potatoes, they are not available until 
September. Crucial information about the distribution of 
sales within a crop year for major crops are not published 
until December. 


To have a complete and consistent set of estimates by early 
August, data available after July 1 cannot be incorporated 
until the following year. The marketing pattern data are 
often the source of large revisions because they affect the 
allocation of sales for major crops between the two calendar 
years within a crop year. All releases of commodity data 
contain revisions for at least 1 prior year. Following release 
of Census data, NASS revises commodity statistics back to 
the prior Census, which has a ripple effect through all depen- 
dent income statistics. 


The annual Farm Costs and Returns Survey is the source for 
most of the data related to production expenses (appendix 
table 6). The survey is conducted in February and March 
when producers are preparing their tax records. The survey 
results are available in late May, and provide the first data on 
which to base either a forecast or estimate of production 
expenditures in the prior year. Thus, analysts have about 
five weeks to produce a reliable, internally consistent set of 
estimates in approximately 30 expense accounts for 50 
States. The expense estimates are also benchmarked to the 5- 
year Census statistics, with revisions to the intervening 
years. 


The first estimates of 1988 income, published in this report, 
show that both net cash income and net farm income were 
higher than had been forecast. As forecasts, both crop and 
livestock receipts attained new high levels last year but the 
new estimates of $72.6 billion for crops and $78.9 billion for 
livestock are 0.8 percent and 1.2 percent higher, respec- 
tively, than the last published forecasts. The final estimate 
of $177.6 billion for gross farm income is 0.3 percent above 
the forecast while the estimate for gross cash income is up 
0.9 percent. 


The final expense estimates are slightly lower than last fore- 
cast. The 1988 cash expenses are now estimated at $111.7 
billion own 1.2 percent from forecast) and total expenses 
at $132.0 billion (down 0.8 percent). The relatively small 
revisions in the estimates for receipts and expenses by them- 
selves would result in higher estimates of net income. 
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Together, they raise the estimate of net cash income to $59.9 
billion (up 3.3 percent) and $45.7 billion for net farm income 
(up 3.9 percent). 


Net farm income fell 3.1 percent in 1988 and net cash 
income rose 3.8 percent. Direct Government payments to 
farmers were 13.5 percent lower than in 1987 and consti- 
tuted 32 percent of net farm income in 1988 versus 36 per- 
cent in 1987. 


Forecasts of a severe drought were made early in 1988, 
resulting in a substantial rise in prices for feed and food 
grains, and oil crops. These prices rose until harvest and 
then remained at high levels after harvest. Farmers found it 
profitable, and increasingly so as the year progressed, to 
reclaim large quantities of commodities previously placed 
under CCC loans and sell them on the open market. This 
opportunity arose because market prices exceeded the loan 
rates on the existing contracts. As an example, in the case of 
com, the premium realized on redemption.and resale transac- 
tions ranged from SO to 85 cents per bushel in the second 
and third quarters of 1988. Crop receipts rose by 14 percent 
from the prior year due to a combination of higher market 
prices, a sell-off of farmer-owned crop inventories, and prof- 
its from the resale of commodities previously under CCC 
loan. Also noteworthy was the fact that the sell-off of the 
cattle herd, which had been on-going for several years, did 
not extend into 1988. 


Drought conditions in 1988 were regional, hitting the North- 
ern Plains and Midwest States more severely than other 
regions. Net farm income in both the Corn Belt and Lake 
States decreased on average more than 22 percent. Declines 
in net farm income in the Northern Plains fell on average 
more than 12 percent. In the Corn Belt and Lake States, 
declining net farm income resulted from falling gross farm 
income and rising production expenses. Northern Plains 
States had increases in production expenses which out- 
weighed marginal increases in gross farm income. 


The changes in net farm income between 1987 and 1988 var- 
ied among States. Twenty-seven States had increases in net 
farm income. The average increase was 10.6 percent. The 
average decrease in net farm income among the other 23 
States was 16.0 percent. Effects of the drought were greatest 
in the Midwest (Corn Belt, Lake States, and Northern Plains) 
where feed grain production is centered. Feed grain receipts 
accounted for 13 percent of total receipts among States, with 
declining net farm income mostly in the Midwest. For 
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Corn Belt -22.6 Pacific States =Oz1 
Lake States _ Seeo5 Mountain States (ace 
Northern Plains 2s) Appalachian 11.4 
Northeast _ -2.0 Southeast 16.0 
Southern Plains aa Delta States 35.3 
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States with increasing net farm income, feed grain receipts 
were 4.5 percent of total receipts. 


The States incurring the largest percentage declines in net 
farm income were the ones hit hardest by drought condi- 
tions. North Dakota’s net farm income fell by over 52 per- 
cent from 1987 to 1988. Illinois, Indiana, Iowa, and 
Minnesota also suffered substantial declines. 


Drought forecasts raised feed grain, food grain, and oilseed 
prices. Farmers responded by drawing down on-farm inven- 
tories. Many fa rmers also reclaimed previously placed CCC 
commodities to fill the gap in their income resulting from 
decreases in production brought on by drought conditions. 
Receipts from the sale of crops increased despite lower pro- 
duction. Twelve of 23 States with less net farm income also 
had declines in gross farm income, reflecting insufficient 


commodities available for sale to take advantage of the 
higher crop prices. 


Net farm income increased from 1987 to 1988 in 27 States. 
It was record high in 22 States, and the remaining 5 had nota- 
ble increases from a relatively poor 1987. Overall, States 
with higher net farm income had increases in gross farm 
income which were greater than gains in total production 
expenses. Gross farm income increased for 37 States, 23 of 
which had a positive inventory adjustment, meaning that cur- 
rent production exceeded sales in many States not affected 
by the drought. 


Drought Affects State Rankings 


California and Texas remained the top two net farm income 
States in 1988. Four of the top 10 in 1987 fell one or more 





: Total Per operation Per Acre 
Rank . Value Value : : Value 
: State : ($1000) State (dollars) : State :(dollars) 
1 : CALIFORNIA 6,058.0 CALIFORNIA 17,666 RHODE ISLAND 143 
2 : TEXAS 3,671.1 FLORIDA 71,863 NEW JERSEY 439 
3: FLORIDA 2,874.5 RHODE ISLAND 71,364 CONNECTICUT 406 
4 +: NEBRASKA 2,097.8 ARIZONA 70,254 DELAWARE 350 
5 : IOWA 2,010.0 DELAWARE 68,807 MASSACHUSETTS 306 
6 : NORTH CAROLINA 1,700.3 NEW JERSEY 49,228 FLORIDA 221 
7 =: KANSAS 1,588.7 CONNECTICUT 48,284 CALIFORNIA 186 
8 : ARKANSAS 1,564.1 HAWAII 38,895 MARYLAND 177 
9 +: MINNESOTA 1,510.5 NEBRASKA 38,143 NORTH CAROLINA 162 
10 =: GEORGIA 1,370.9 MASSACHUSETTS 34 , 066 NEW HAMPSHIRE 132 
11 =: WISCONSIN 1,343.3 WASHINGTON 33,515 PENNSYLVANIA 106 
12 : WASHINGTON 1,275.6 ARKANSAS 33,278 GEORGIA 105 
13. : ILLINOIS 1,166.0 GEORGIA 27,977 ARKANSAS 104 
14 =: OKLAHOMA 1,113.2 COLORADO 27,511 ALABAMA 88 
15 : ALABAMA 966.8 IDAHO 27,058 HAWAII 88 
16 +: KENTUCKY 934.5 MARYLAND 25 , 968 WASHINGTON 80 
17 =: OREGON 932.0 OREGON 25,533 WISCONSIN 76 
18 : MISSISSIPPI 930.8 NORTH CAROLINA 24,290 VERMONT Th) 
19 : MISSOURI 900.3 TEXAS 23,533 MAINE 71 
20 : PENNSYLVANIA 892.1 KANSAS 23,025 MISSISSIPPI 69 
21 =: SOUTH DAKOTA 781.0 SOUTH DAKOTA 22,636 NEW YORK 67 
22 : TENNESSEE 769.3 MISSISSIPPI 21,647 KENTUCKY 64 
23 : OHIO 766.6 NEW MEXICO 21,638 LOUISIANA 64 
24 +: COLORADO 751.0 NEW HAMPSHIRE 20,754 VIRGINIA 62 
25 : INDIANA 621.6 ALABAMA 19,751 SOUTH CAROLINA 61 
26 =: IDAHO 608.8 IOWA 18,785 TENNESSEE 60 
27 : LOUISIANA 604.7 ALASKA 18,097 IOWA 60 
28 : MICHIGAN 601.7 LOUISIANA 17,277 MICHIGAN 54 
29 : VIRGINIA 595.0 NEVADA 16,926 OREGON 52 
30 =: NEW YORK 571.2 VERMONT 16,763 MINNESOTA 50 
31 =: ARIZONA 569.1 WISCONSIN 16,381 OHIO 49 
32 : MARYLAND 415.5 OKLAHOMA 16, 134 NEBRASKA 45 
33 =: NORTH DAKOTA 372.5 MINNESOTA 16,069 IDAHO 44 
34 =: NEW JERSEY 364.3 PENNSYLVANIA 15,930 ILLINOIS 41 
35 : SOUTH CAROLINA 323.5 NEW YORK 14,281 INDIANA 38 
36 : NEW MEXICO 292.1 ILLINOIS 14,048 OKLAHOMA 34 
37 : MONTANA 242.3 UTAH 14,035 KANSAS 33 
38 : MASSACHUSETTS 207.8 MAINE 13,684 MISSOURI 30 
39 =: DELAWARE 206.4 SOUTH CAROLINA 12,208 TEXAS 28 
40 =: UTAH 186.7 VIRGINIA 12,142 COLORADO 22 
: NECTICUT 178.7 NORTH DAKOTA 11,462 SOUTH DAKOTA 18 
i : GAMATI 171.1 WYOMING 11,338 WEST VIRGINIA 18 
43 : VERMONT 119.0 MONTANA 10,399 UTAH 17 
44 MAINE 106.7 MICHIGAN 10,375 ARIZONA 16 
45  : WYOMING 98.6 KENTUCKY 9,439 NORTH DAKOTA 9 
46: NEW HAMPSHIRE 68.5 OHIO 9,127 ALASKA 9 
47 =: WEST VIRGINIA 63.7 INDIANA 8,634 NEW MEXICO 6 
48 =: RHODE ISLAND 53.5 TENNESSEE 8, 184 NEVADA 5 
49 =: NEVADA 40.6 MISSOURI 7,968 MONTANA 4 
50 : ALASKA 11.8 WEST VIRGINIA 3, 106 WYOMING 3 
: UNITED STATES 45,661.7 UNITED STATES 21,151 UNITED STATES 46 
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Table 11--Net farm income for States, 1987-88 
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1987 1988 
State Gross farm : Total produc- : Net farm Gross farm : Total produc- : Net farm 
income : tion expenses : income income : tion expenses : income 
: Million dollars 

ALABAMA : 2,994.2 1,791.1 803.1 2,886.3 vig. 966.8 
ALASKA : 37.7 22.6 15.1 37.4 25.6 11.8 
ARIZONA : 2,030.4 1,471.2 559.3 2,157.0 1,588.0 569.1 
ARKANSAS : 3,900.7 2,720.9 1,179.9 ;olBae 3,014.1 1,564.1 
CALIFORNIA : 17,121.7 11,066.4 6,055.3 17,741.9 11,684 .0 6,058.0 
COLORADO : 4,024.8 3,270.6 754.2 1447.3 3,696.2 751.0 
CONNECTICUT : 462.9 292.3 170.6 478.0 299.4 178.7 
DELAWARE : 524.0 385.1 138.9 636.0 429.5 206.4 
FLORIDA : 5,719.5 3,237.6 2,481.9 6,197.6 3,323.1 2,874.5 
GEORGIA : 3,773.3 2,998.9 1,214.4 4,110.5 2,739.7 1,370.9 
HAWAII 3 599.6 427.7 172.0 609.2 438.1 171.1 
IDAHO 2,996.4 1,939.5 616.8 1099.3 2,090.5 608.8 
ILLINOIS 7,753.0 6,182.0 1,571.0 7,563.0 6,397.0 1,166.0 
INDIANA 4,845.0 3,942.1 902.9 4,633.6 4,012.0 621.6 
IOWA 11,015.7 8,330.4 2,685.3 10, 783.1 8,773.1 2,010.0 
KANSAS 7,325.1 5,631.7 1,693.4 7,945.2 6,356.5 1,588.7 
KENTUCKY 2,969.0 2,089.8 879.2 3,138.0 2,203.5 934.5 
LOUISIANA 1,852.5 1,477.8 374.6 2,180.8 1,57651 604.7 
MAINE B25. 386.8 136.3 508.0 401.2 106.7 
MARYLAND 1,355.6 974.6 381.0 1,451.1 iy, OS area 415.5 
MASSACHUSETTS 491.4 320.4 171.1 543.4 335.6 207.8 
MICHIGAN 3,341.6 2,586.5 755.2 3,241.5 2,639.7 601.7 
MINNESOTA : 7,467.0 5,467.8 V;,999re 7,033.4 5,922.9 Une) 
MISSISSIPPI : 2,591.6 1,854.9 136.7 2,867.8 1,937.0 930.8 
MISSOURI : 4,476.2 3,505.8 970.4 4,637.9 3,737.6 900.3 
MONTANA 1,858.4 1499.3 359.1 ial Dio) 1,472.8 242.3 
NEBRASKA 8,731.2 7640.2 2,091.0 199.0 09001 2,097.8 
NEVADA : 244.5 207.7 36.8 255.6 214.9 40.6 
NEW HAMPSHIRE = 183.2 119.3 64.0 19225 124.0 68.5 
NEW JERSEY : 840.9 486.3 354.7 868.1 503.8 364.3 
NEW MEXICO : 1,338.5 1,041.9 296.6 1,465.8 1,173.7 292i 
NEW YORK 2,957.1 2,297.6 659.5 2,908.6 2,337.4 Dilla 
NORTH CAROLINA 4,717.7 3,180.1 1,537.6 5,108.2 3,407.9 1,700.3 
NORTH DAKOTA 3,178.0 2,401.2 776.8 2,641.6 2,269.1 Seep 
OHIO 4,189.6 SpeDr al 932.5 4,122.5 3,355.8 766.6 
OKLAHOMA 3,644.8 2,618.3 1,026.6 4,178.7 3,065.5 Velome 
OREGON A 2,407.4 1,594.1 813.3 2,612.3 1,680.3 932.0 
PENNSYLVANIA : 3,752.5 2,755.0 7.4 3,806.1 2,914.0 892.1 
RHODE ISLAND : 89.7 41.4 48.2 96.9 43.3 5329 
SOUTH CAROLINA : 1,195.7 923.2 eves 1,310.9 987.4 323.5 
SOUTH DAKOTA 5 3,389.3 2,417.9 971.3 3,308.2 2 peee 781.0 
TENNESSEE : 2,663.7 2,024.3 639.4 2,822.1 2,052.8 769.3 
TEXAS : 12,691.3 8,917.5 3,773.8 12,981.7 9,310.6 3,671.1 
UTAH 2 753.8 580.3 173.5 830.9 644.2 186.7 
VERMONT : 488.4 361.8 126.5 494 .0 374.9 119.0 
VIRGINIA : 2,208.3 1,657.4 550.9 , 384 .6 1,789.6 595.0 
WASHINGTON = 3,823.6 2,426.6 1,396.9 3,945.1 2,671.6 lp epoce 
WEST VIRGINIA : 0 290. 39.9 377.6 314.0 63.7 
WISCONSIN 4 5,836.3 4,130.8 1,705.5 5,492.1 4,148.9 1,343.3 
WYOMING : 757.6 694.5 63.1 845.7 147.1 98 

UNITED STATES 171,624.4 124,499.1 47,125 .3 177,625 .2 131,963.5 45,661.7 


positions in the 1988 ranking. Iowa and Minnesota fell 
within the top 10 rankings. Wisconsin and Illinois were 
replaced in the top 10 by Arkansas and Georgia. Florida, 
Nebraska, North Carolina, and Arkansas moved up in rank- 
ing, and Kansas advanced despite a decline in net farm 
income. Com Belt, Lake, and Northern Plain States gener- 
ally dropped in net farm income rankings while the South- 
east, Appalachian, and Delta States tended to rise. Overall, 
the top 10 net farm income States accounted for $24.4 bil- 
lion, or 53.5 percent of U.S. net farm income. 


rankings because of drought conditions. Little change 
occurred since the principal farm income States (in the Mid- 
west) tend to be lower ranked on a per-operation or per-acre 
basis. Corn and livestock tend to be associated with low per- 
operation and low per-acre net farm income. Greenhouse 
and nursery and citrus tend to be the opposite. Changes in 
top 10 ranked States for per operation net farm income 
include Florida increasing from number 4 to number 2 and 
Arizona dropping from 2 to 4. 


Net farm income in 1988 declined in six of the top 10 States: 


Rankings of net farm income on a per-operation and per-acre 
basis did not change as dramatically as total net farm income 
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Iowa, Minnesota, Kansas, California, Texas, and Nebraska. 
North Carolina, Florida, Georgia, and Arkansas had net farm 





Table 12--Farm marketings, 1987 and 1988; Government payments, 1988; and, principal commodities, 1988, by State 


F 1987 1988 
4 Farm marketings b Farm marketings 
State : : : 6 popes sce meee : 
4 Tota i Crops : a $ ota : Cr 
. 2 a : products its 
Million dollars 

AL 2,154.4 633.1 1,521.4 2,400.4 705.8 
AK : 29.5 18.8 10.7 30.2 20.4 
AZ 3: 1,799.9 987.3 772.6 1,959.5 1,166.9 
AR : 3,195.0 4 t6 2,083.3 904.4 1,695.7 
CARY: p15, 60825, 11,382.3 4,426.0 16,598.3 11,894.5 
CO: 3,207.2 884.7 2,322.6 3,692.0 1,037.1 
ch 385.1 194.0 191.1 382.1 202.2 
DEF: 486.7 116.4 370.3 592.3 148.8 
Rts 5,454.1 4,368.2 1,085.9 5,810.8 4,696.9 
GA : 3,123.8 1,298.9 1,824.9 3,544.4 1,533.4 
WI: 560.3 472.6 87.7 567.6 479.0 
1 Oes 2,088.9 1,164.5 924.4 2,291.3 1,257.9 
IL 6,098.7 3,849.8 2,248.9 6,461.0 4,217.5 
IN: 3,705.7 1,831.9 1,873.8 4,116.8 2,367.4 
ey 8,764.7 3,563.0 5,201.7 9,074.0 4,028.9 
KS: 5,881.9 1,962.6 3,919.4 6,594.3 2,328.8 
KYieas 2,447.9 940.5 1,507.5 2505082 992.1 
CAT: 1,475.9 964 .6 511.3 1,885.4 1,298.7 
ME : 411.5 183.9 227.6 404.1 188.0 
MO: 1,139.7 405.3 734.4 1,226.2 458.6 
MA : 379.2 258.6 120.6 402.4 297.4 
MI oo: 2,593.8 te oilies) 1,282.5 2,669.7 1,464.0 
MN Os 5,831.1 2,270.1 3,561.0 6,106.7 2,742.5 
MS : 1,986.6 964.6 1,042.0 2,340.7 1,164.4 
MO: 3,687.3 1,585.7 2,101.6 3,825.6 1,816.3 
MT 1,355.4 608.1 747.3 1,386.1 569.9 
WE : 6,823.6 1,966.8 4,856.8 7,978.7 2,642.5 
NV: 232.3 68.6 163.7 229.3 78.8 
NH: 139.0 71.7 67.3 137.0 76.6 
WJ oo: 632.7 437.7 195.0 642.2 450.4 
WM os 1,167.9 350.9 817.0 1,272.5 362.2 
che 8 2,609.5 800.2 1,809.4 2,605.1 824.0 
nC : 3,768.3 1,657.7 2,110.7 4,172.7 1,993.8 
NO: 2,362.8 1,600.7 762.1 2,422.9 1,573.6 
OH : 3,477.8 1,862.0 1,615.8 3,629.0 2,024.7 
OK : 2,876.7 810.7 2,066.0 3,410.4 1,126.6 
OR : 1,890.5 1,235.8 654.7 2,096.1 1,426.8 
PA : 3,213.0 903.5 2,309.5 3,283.7 935.4 
RIE 76.9 64.2 12.8 78.5 65.5 
‘SCams 929.3 479.3 449.9 1,078.4 590.3 
Soars 2,726.4 819.7 1,906.7 2,910.7 965.5 
THs 1,983.5 873.7 1,109.8 2,045.7 965 .3 
Tees 8,998.4 2,906.7 6,091.7 10,281.1 3,782.9 
UT 599.6 133.9 465.6 687.4 150.5 
Vie 422.2 45.3 376.9 404.5 52.5 
VAG: 1,758.5 484.0 1,274.5 1,885.9 592.0 
WA: 2,861.7 1,880.2 981.5 3,286.7 2,145.9 
WY: 234.4 59.9 174.5 248.4 69.8 
WI: 5,015.4 799.2 4,216.2 5,047.9 767.1 
WY cies: 655.1 126.7 528.4 730.2 155.5 
US : 139,468.4 63, 751.4 75,717.0 151,430.8 72,569.0 


income increases from 1987 to 1988. The Southeastern 
States generally had favorable growing conditions and were 
able to take full advantage of the high crop prices in 1988. 


Regionally, both per-operation and per-acre net farm income 
was highest in the Southeast, Northeast, and Pacific States 
because of the production of specialty crops and poultry. 
Appalachian, Delta, Lake, and Corn Belt States tended to 
have moderate net farm income per operation and per acre. 
The Northern Plains, Southern Plains, and Mountain States 
had high income per operation and low income per acre, 
indicative of large operations with low-valued products on a 
per-acre basis. 


Farm Sector Balance Sheet 


U.S. agriculture’s financial position continues to improve. 
Increases in asset and equity values extended the 1987 and 
1988 reversal of the downturn that began in 1982. Higher 
asset values will boost farm equity, given that little change is 
expected in total farm debt in 1989 (table 13). 


eo-----------: Govern: : State rank for total farm marketings, four prin- 
Livestock : ment : cipal commodities in order of marketing receipts 
and 2 peyments : and percentage of total marketings 
products : : 
1,694.6 114.5  : 25-Broilers, cattle, eggs, peanuts (69%) 
9.8 1.8 : 50-Greenhouse, dairy prod, hay, potatoes (82%) 

792.5 77.8 =: 31-Cattle, cotton, dairy prod, lettuce (64%) 
2,278.4 343.9 =: 17-Broilers, soybeans, rice, cattle (67%) 
4,703.8 335.1 : yepeiey prod, cattle, greenhouse, areps (39%) 
2,654.9 280.5 : 16-Cattle, wheat, corn, dairy prod (80%) 

179.9 2.9 +: 44-Eggs, greenhouse, dairy prod, tobacco (76%) 

443.5 10.5 =: 41-Broilers, soybeans, corn, greenhouse (82%) 
1,114.0 32.0 : 9-Greenhouse, oranges, tomatoes, sugar (51%) 
2,010.9 174.0 : 14-Broilers, peanuts, eggs, cattle (60%) 

88.6 0.4 +: 38-Sugar, pineapples, greenhouse, nuts (74%) 
1,033.4 166.8 : 26-Cattle, dairy prod, potatoes, wheat (64%) 
2,243.5 1,374.0 : 5-Corn, soybeans, hogs, cattle (90%) 

1,749.3 616.3 +: 10-Corn, hogs, soybeans, cattle (75%) 
5,045.1 1,665.0 : 2-Hogs, corn, cattle, soybeans (92%) 
4,265.5 848.0 : 7-Cattle, wheat, sorghum grain, corn (83%) 
1,538.1 160.9 =: 23-Tobacco, horses, cattle, dairy prod (70%) 

586.7 190.1: 32-Soybeans, cotton, cattle, sugar (50%) 

216.1 eS ieee ene prod, potatoes, eggs, cattle (75%) 

767.6 42.7 : 34-Broilers, dairy prod, greenhouse, cattle (71%) 

105.0 2.8 +: 42-Greenhouse, cranberries, dairy prod, eggs (75%) 

1,205.6 303.0 : 19-Dairy prod, corn, cattle, hogs (56%) 
3,364.2 skit) 8 PL prod, corn, cattle, hogs (65%) 
1,176.3 242.5  : 28-Broilers, cotton, soybeans, cattle (69%) 
2,011.4 456.9 : 13-Soybeans, cattle, hogs, corn (71%) 

816.2 386.7 : 33-Cattle, wheat, barley, hay (85% 

5,336.2 1,091.5 : 4-Cattle, corn, hogs, soybeans (87%) 

150.5 6.3 : 46-Cattle, hay, dairy prod, potatoes (89%) 

60.4 1.9 +: 48-Dairy prod, greenhouse, apples, cattle (77%) 
191.9 10.8 : 37-Greenhouse, dairy prod, eggs, peaches (49%) 
910.3 71.4 : 35-Cattle, dair od, hay, chili rs_(74%) 

1,781.2 86.8  : 21-Dairy prod, Yebenhouse, cattle, e995 (74%) 
2,178.9 446.0 =: 11-Tobacco, broilers, hogs, turkeys (57%) 

849.3 715.1 =: 26-Wheat, cattle, barley, sunflower (69%) 
1,604.2 381.9 =: 12-Corn, soybeans, dairy prod, hogs (68%) 
2,283.8 288.4 : 20-Cattle, wheat, dairy prod, broilers (oS 

669.3 97.8 : 29-Cattle, greenhouse, dairy prod, wheat (47%) 
2,348.3 64.9 =: 15-Dairy prod, cattle, greenhouse, eggs (68%) 

13.0 0.1 =: 49-Greenhouse, dairy prod, eggs, potatoes (67%) 
488.1 76.9 +: 36-Tobacco, cattle, soybeans, dairy prod (43%) 

1,965.2 496.0 : 22-Cattle, hogs, corn, wheat (73%) 
1,080.4 140.4 : 27-Cattle, dairy prod, greenhouse, soybeans (57%) 
6,498.2 1,155.3 : 3-Cattle, cotton, dairy prod, greenhouse (69%) 

537.0 38.4 =: 39-Cattle, dairy prod, turkeys, hay (71%) 

352.0 S59 ee eeabeiny, prod, cattle, hay, apples (93%) 
1,293.9 64.3 +: 30-Cattle, dairy prod, broilers, turkeys (57%) 
1,140.8 207.9 =: 18-Dairy prod, cattle, apples, wheat (56%) 

178.6 12.2 : 47-Dairy prod, broilers, apples, cattle (70%) 
4,280.8 409.4 : Peony prod, cattle, corn, hogs (85%) 

574.7 37.7 +: 40-Cattle, sheep, sugar beets, hay (86%) 

78 861.7 14,479.8 Cattle, dairy prod, corn, hogs (52%) 


Responding to continuing high net cash income, farm real 
estate values rose 5.3 percent in 1988. Nationwide real 
estate assets are forecast to increase 6 to 8 percent. Farm 
debt dropped more than 3 percent in 1988, down $54 billion 
from its 1983 peak. During 1989, farm debt is expected to 
remain at 1988’s level of $138 billion. Higher asset values 
and lower farm debt boosted farm equity $47 billion in 1988. 
Farm equity is likely to rebound further to a level of $643 to 
$653 billion by the end of 1989. Preliminary State estimates 
for December 31, 1988, farm business asset, debt, and equity 
levels are presented in tables 14-17. 


Farm Asset Growth 


The value of U.S. agricultural assets (excluding operator 
households) on December 31, 1989, is estimated at $780 to 
$790 billion, up 4 to 6 percent from 1988. This increase is 
mostly due to rising farm real estate values. Real estate val- 
ues have been lowered to reflect recent data revisions on the 
amount of farmland. 


Nonreal estate assets are expected to remain near 1988 lev- 


els. A decline in the value of crop inventories should be 
mostly offset by increases in machinery and livestock inven- 
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Table 13--Balance sheet of the farming sector 1/ 


ee me os ne a | a ee eae a mtn, es ew syst (ol, a cee (eae er fesse es) ws |, eo wt mh sn] os ws sw (mts oe (isp) | on sf, mel ws eos on vt ms (el os) es sm ew) wl |e 


: Current dollars Deflated dollars ($1982) 2/ : 
Yeares MP) game Assets Liabilities Equity : Assets Liabilities = Equity 
TR Re Ry elie ah a ee Bil Lion dol-lars shear: i noateee Lett nsenieinaete Laat 
1980-84 ; 948.9 184.4 764.5 975.7 188.1 787.6 
1985-86 : 718.0 165.1 552.8 639.2 147.1 492.2 
1987 : 706.3 143.1 563.2 600.1 121.6 478.5 
1988 748.5 138.4 610.0 615.0 113.8 501.3 
1989F : 780 to 790 134 to 142 643 to 653 614 to 624 104 to 114 505 to 515 


F = Forecast. 1/ Excludes operator households and CCC commodity loans. 2/ Deflated by the GNP implicit price 
deflator, 1982 = 100. 


Table 14--Farm business assets (excluding households), by State and lender, December 31, 1988 


ccc rr ewww eww ew ow ot m eww et eet e eet et et eter ewe ee eee ee eee ere eee ee ee wee ee et ewe ce wee cee ee em es eee ete seme eee eee eee ec eee ew ewe ewe wesc ec occ 


E Physical assets 5 Financial assets i: 
. Real estate : Nonreal estate : : Total 
State Brrr r ere cece ne ne nn -- eee Brrr ten nnn nn ern wenn nee 3 Demand Investments : assets 

: s Livestock Machinery : Currency deposits ine 

3 Land Service : a and motor Crops s cooperatives: 

: structures : poultry vehicles ‘ E 5 : 

5 Million dollars 
Al abema s 6,593 378 927 949 121 46 109 396 9,519 
Alaska : 140 10 6 17 1 4 2 228 408 
Arizona 66 254 533 369 68 11 49 137 8,587 
Arkansas Sono 533 978 1,424 311 52 158 630 13,237 
California : 40,367 1,937 3,418 3,237 502 195 683 1,485 51,824 
Colorado : 11,000 596 2,050 1,149 555 40 120 460 15,970 
Connecticut : 1,645 257 61 111 25 6 235 47 elite 
Delaware : 1,088 126 26 113 40 4 1 48 1,457 
Florida : 17,803 566 1,145 1,004 57 172 727 21,523 
Georgia : 10,439 660 895 1,244 201 72 165 1,138 14,814 
Hawaii s 3,116 90 158 10 27 27 3,492 
Idaho _ : _7,456 424 1,003 1,086 820 27 78 222 11,116 
Illinois s 32,442 1,206 1,565 4,466 2,251 145 303 Nae 43,533 
Indiana s 15,228 942 1,076 2,725 1,302 96 201 1,005 Zero 
lowa : 31,383 1,848 3,837 5,119 2,774 100 312 1,563 46,936 
Kansas : 16,975 703 3,920 2,958 1,010 62 208 786 26,622 
Kentucky s 9,313 926 1,401 1,748 768 97 210 548 15,011 
Louisiana s 5,866 168 553 1,176 189 39 111 230 8,332 
Maine Senor 300 82 202 98 8 18 50 2,045 
Maryland : 4,228 251 536 160 25 54 187 3 
Massachusetts : 1,659 309 52 161 25 15 24 101 2,346 
Michigan Sapa) 878 2,096 547 70 174 4 Nene 
Minnesota : 15,523 1,297 2,309 4,573 2,159 94 241 1,607 27,803 
Mississippi : 7,914 714 1,207 315 56 117 5 pale 
Missouri : 15,996 876 2,678 2,743 1,043 94 325 984 24,739 
Montana s9.97351 332 1,598 »d42 553 36 286 13,591 
Nebraska : 18,323 702 3,763 3,229 1,886 69 212 610 28,794 
Nevada wane 1,569 276 113 60 1 33 2,168 
New Hampshire ; 790 121 37 7% 18 8 16 1,066 
New Jersey | 955015 337 66 247 32 14 74 93 5,878 
New Mexico s 5,696 859 367 76 19 53 212 7,490 
New York 3 6,136 1,367 1,193 1,599 188 55 140 494 11,172 
North Carolina: 9,335 891 649 1,608 254 60 197 603 13,597 
North Dakota : 11,082 586 1,078 2,311 9 52 126 1,243 17,390 

° 3 13,963 1,031 1,294 2,743 1,078 139 275 21,478 

Oklahoma s 13,507 469 2,876 1,840 89 228 313 19,735 
Oregon : 6,937 501 1,104 286 68 127 374 10,261 
Pennsylvania =: 13,646 2,251 1,445 1,559 471 3 128 530 20, 103 
Rhode Island : 381 41 16 1 1 4 10 459 
South Carolina: 4,217 324 333 651 145 34 73 410 6, 187 
South Dakota : 8,128 426 2,370 1,738 1,112 63 85 465 14,387 
Tennessee =: 11,212 787 1,257 1,542 66 9% 248 632 16,038 
Texas s 53,681 1,424 8,502 4,646 885 342 820 1,561 71,861 
Utah s 4,216 208 545 369 121 17 39 33 5,548 
Vermont : 1,553 318 211 253 8 2 67 2,497 
Virginia 5 9,414 912 921 , 060 294 68 1 220 13,049 
Washington : 9,858 659 884 1,428 502 46 150 405 13,932 
West Virginia : 1,627 167 260 51 21 34 2,485 
Wisconsin : 8,628 1,730 3,014 3,610 997 83 201 987 19/250 
Wyoming s 4,31 184 26 198 17 31 137 6,19 
US Total : 513,959 32,063 65,672 74,680 26,197 2,904 7,457 25,545 748,477 


Se Oe Ee eS LIS ee) Lee mt) eR melee me eee SS me mel le 'cn'c0 eerie] an ener mle wera a lola ml atet mt mlnte lee nial a aia alelaia eee ee 
i ea 
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Table 15--Real estate debt outstanding (excluding households), by State and lender, December 31, 1988 


ewer err mnt t mm mmm wm tee ee ee ee mem eee eee ee ee ee ee me mem ee ee ee ee ee eee ee ee ee ee ee em ew ee eee ee ee ee ee ee ee ee ee ee eee ee ee eee ee eee ener renee 


: Federal Farmers Life CCC Individuals 
State : Land _ Home | insurance Commercial storage and 

: Banks Administration companies banks facility others Totals 

: Million dollars 
Alabama : 342 107 50 170 0.27 108 
Alaska : 7 1 6 2 -00 4 19 
Arizona = 129 65 156 157 -01 138 645 
Arkansas : 440 289 253 360 -64 195 1,538 
California : 2,886 236 1,816 650 mS: 1,340 6,928 
Colorado : 748 125 251 147 34 374 1,645 
Connecticut : 37 13 27 9 -00 15 101 
Delaware : 64 15 1 41 .01 22 143 
Florida e 862 122 637 546 v4 334 2,501 
Georgia : 721 201 138 452 -50 161 1,674 
Hawaii : 128 29 30 32 -00 10 229 
Idaho _ : 533 256 177 30 mie 326 1,323 
Illinois : 1,593 334 463 1,209 1.10 902 4,502 
Indiana : 948 301 282 717 44 782 3,030 
Iowa f 1,558 441 545 1,054 2.13 2,033 5,633 
Kansas : 1,059 271 234 538 -10 427 2,529 
Kentucky : 280 137 567 57283 276 1,617 
Louisiana : 173 137 141 -50 96 912 
Maine : 31 60 0 5 -08 111 
Maryland : 256 45 11 itd 04 119 508 
Massachusetts ; 23 20 7 5 -00 15 70 
Michigan : 761 195 42 198 -82 371 1,568 
Minnesota _ : 1,522 356 219 579 2.83 1,074 3,753 
Mississippi : 480 291 192 264 55 155 1,382 
Missouri 5 667 389 229 806 64 601 2,693 
Montana : 621 193 208 102 17 567 1,691 
Nebraska : 953 382 415 572 -84 649 2,972 
Nevada ; : 81 21 39 2 -00 53 
New Hampshire : 12 7 2 2 -00 8 31 
New Jersey : 100 25 1 21 -02 66 213 
New Mexico 2 206 70 72 115 03 142 605 
New York : 370 163 18 96 =i) 225 873 
North Carolina : 725 267 51 251 -16 161 1,455 
North Dakota : 815 358 218 35 308 1,736 
Ohio : 654 195 137 575 43 420 1,981 
Oklahoma : 167 353 118 325 alla 351 1,914 
Oregon : 541 127 424 54 07 538 1,684 
Pennsylvania : 414 134 30 395 .10 224 1,197 
Rhode Island : 6 3 0 4 00 15 
South Carolina 369 96 17 49 08 57 588 
South Dakota : 455 398 49 140 -87 367 1,410 
Tennessee : 239 48 330 -48 148 1,040 
Texas : 1,851 3 571 993 24 1,045 4,846 
Utah : 1 61 29 -18 9 423 
Vermont : 1 46 0 42 -04 a 168 
Virginia : 524 97 74 223 -22 146 1,064 
Washington : 525 161 292 159 24 Sie 1,509 
West Virginia : 71 45 94 59 -02 23 292 
Wisconsin : 867 317 85 679 3.28 627 2,578 
Wyoming : 92 56 76 25 -01 129 378 
US Total : 28,024 8,821 8,923 14,217 20.62 16,670 76,697 

Note: Totals may not add due to rounding. 
tory values. The value of crops stored on farms rose by over Farm Debt Decline Moderates 


$5 billion in 1988 but may fall about 20 percent in 1989. 
Livestock and poultry inventory values are expected to rise : : ; j 
slightly in ae Tee ae ae Rte and equip- fifth consecutive year of decline. The 1988 drought did not 
ment rose about $1 billion in 1988, and is expected to rise by produce sectorwide cash shortfalls and escalate new loan 
about $1 billion in 1989. The increased sales and higher demand. Instead, farmers with near-normal production or 
prices of new machinery are anticipated to more than offset available inventories benefitted from improved commodity 
the depreciation of the larger stock of machinery purchased prices. Also, record net cash income provided farmers with 
in the early 1980’s. Farm financial assets stabilized at about adequate cash to meet operating and capital expenses, and 


$36 billion in 1988, and are expected to remain at this level reduce debt. Overall, farmers remained cautious in their 
through the end of 1989. expansion activities. Land appreciation and general improve- 


ment of the economy did not result in a new round of debt- 
financed growth. 


Total farm debt declined by about 3 percent in 1988 — the 
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Table 16--Nonreal estate debt outstanding (excluding households), by State and lender, December 31, 1988 


Farmers 


_ Home 
Administration 


Individuals 
and 
others 


State Commercial PCA‘s and 
: banks FICB’s 

Alabama : 182 126 
Alaska : 8 
Arizona : 476 147 
Arkansas : 393 37 
California . 2,946 1,283 
Colorado 9 166 
Connecticut S 31 41 
Delaware A 24 38 
Florida : 309 204 
Georgia : 277 139 
Hawaii : 18 41 
Idaho : 539 102 
Illinois : 1,826 170 
Indiana : 853 164 
Iowa : 2,392 152 
Kansas : 1,802 Net 
Kentucky : 368 166 
Louisiana : 208 124 
Maine : 45 52 
Maryland : 50 134 
Massachusetts : 49 52 
Michigan : 399 287 
Minnesota : 1,454 447 
Mississippi A 262 113 
Missouri : 935 140 
Montana . 445 75 
Nebraska ; 2,032 101 
Nevada : 17 38 
New Hampshire : 1 17 
New Jersey : 16 52 
New Mexico : 173 68 
New York : 406 308 
North Carolina 236 279 
North Dakota : 698 271 
Ohio . 517 221 
Oklahoma : 1,076 127 
Oregon P : 343 115 
Pennsylvania : 294 302 
Rhode Island : 1 
South Carolina : 63 59 
South Dakota : 893 
Tennessee ; 234 181 
Texas : 2,513 809 
Utah : 109 115 
Vermont : 28 52 
Virginia : 184 212 
Washington | : 801 47 
West Virginia ' 23 30 
Wisconsin : 891 591 
Wyoming : 201 43 
US Total : 28,309 8, 766 
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Note: Totals may not add due to rounding. 


Farm debt movements in 1989 will reflect the pace at which 
the Agricultural Credit Act of 1987 is implemented. 

Another major influence will be the rate at which FmHA can 
work through its problem loan portfolios. The rate of reduc- 
tion in farm debt levels is anticipated to slow from 1988’s 3- 
percent decline. Overall debt levels should be virtually 
unchanged in 1989 as other lenders respond to the improving 
agricultural sector. 


Real estate debt outstanding decreased by 5.4 percent in 
1988, and is predicted to remain unchanged in 1989. Non- 
real estate debt declined to $62 billion, down less than 1 per- 
cent, in 1988, and is predicted to remain in the $60 to $64 
billion range at the end of 1989. 
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Equity Rising 


Farm equity is expected to be up 5 to 7 percent in 1989 to 
over $643 billion, marking the third year of increase follow- 
ing a 35-percent decline from the peak in 1980 to 1986. 
Real farm equity (measured in 1982 dollars) rose 4 percent 


in 1988 and is forecast to rise 1 to 3 percent in 1989. 


Farm equity growth is rising because asset values are increas- 
ing and debt levels are decreasing. This strengthening of 
farm sector health is essential for long-term financial recov- 
ery. These recent gains in farm sector net worth recover 
only a fraction of the $293-billion equity loss experienced 
between the 1980 peak and the 1986 bottom. These recent 
equity gains reflect improved expectations of longer term 


profitability of the farm sector. 


Table 17--Farm balance sheet components (excluding households), by State, December 31, 1988 


: Assets Liabilities : ‘ 

elaine (cine lhe) oi mioieinicla a= micioicisi=— Is PrOphietons. i Debt-to- 
State : Real Nonreal : Real Nonreal 2 equity asset 
estate estate Total : estate estate Total : ratio 
Saeco i ea ra Million dol lars----------------------------- Ratio 
Alabama : 6,971 2,548 9,519 TT 683 1,460 8,059 15.3 
Alaska : 150 258 4 19 10 2 79 7.2 
Arizona : 7,420 1,167 8,587 645 919 1,564 7,023 18.2 
Arkansas __ : 3,553 13,237 1,538 1,282 2,820 10,417 21.3 
California : 42,304 9,520 51,824 6,928 5, 362 12,290 39,534 23.7 
Colorado : 11,596 4,374 15,970 1,64 7304 3,009 12,961 18.8 
Connecticut 1,902 275 Ziti 101 103 204 1,973 9.4 
Delaware 1,214 243 1,457 143 120 263 1,194 18.1 
Florida : 18,369 3,154 le 2,501 978 3,479 18,044 16.2 
Georgia : 11,099 3,715 14,814 1,674 1,384 3,058 11,757 20.6 
Hawaii 3,180 312 3,492 229 325 Sy lom 3 
Idaho _ : 7,880 3,236 11,116 1,323 1,027 2,350 il 21.1 
Illinois : 33,648 43,533 4,502 2,7 266 36,267 16.7 
Indiana : 16,170 6,405 22,575 3,030 1,624 4,654 17,921 20.6 
Iowa : 33,231 13,705 46,936 5,633 3,815 9,448 37,488 20.1 
Kansas : 17,678 : 26,622 2,529 2,809 5, 21,284 20.1 
Kentucky : 10,239 4,772 15,011 1,617 963 2,580 12,431 17.2 
Louisiana : 6,034 2,298 8,332 912 1,141 2,053 6,280 24.6 
Maine : 1,587 4 2,045 111 219 330 1,715 16.1 
Maryland : 4,634 1,213 5,847 508 316 824 5,023 14.1 
Massachusetts : 1,968 378 2,346 70 135 205 2,141 8.7 
Michigan : 8,398 4,179 12,577 1,568 1,212 2,780 9,797 22.1 
Minnesota | : 16,820 10,983 27,803 SoS 2,925 6,678 21,125 24.0 
Mississippi : 8,318 3,054 11,372 1,382 1,383 2,765 8,607 24.3 
Missouri : 16,872 7,867 24,739 2,693 1,806 4,499 20,240 18.2 
Montana : 9,683 3,908 13,591 1,691 935 2,626 10,965 19.3 
Nebraska Se eng, O25 9,769 28, 794 2,972 3,220 6,192 22,602 Zale 
Nevada : 1,662 506 2,168 196 84 280 1,888 12.9 
New Hampshire : 911 155 1,066 31 31 62 1,004 5.8 
New Jersey : 5,352 526 5,878 213 129 342 5,536 5.8 
New Mexico : 5,904 1,586 7,490 605 427 1,032 6,458 13.8 
New York | : 7,503 3,669 11,172 873 1,153 2,026 9,146 18.1 
North Carolina : 10,226 3,371 13,597 1,455 1,109 2,964 11,033 18.9 
North Dakota : 11,668 5,722 17,390 1,736 1,693 3,429 13,961 19.7 
Ohio : 14,994 6,484 21,478 1,981 1,259 3,240 18,238 Sen 
Oklahoma : 13,976 5,799 19,735 1,914 2,029 3,943 15,792 20.0 
Oregon : 7,438 2,823 10,261 1,684 707 2,591 7,870 23.3 
Pennsylvania : 15,897 4,206 20,103 1,197 985 2,182 17,921 10.9 
Rhode Island : 422 37 459 15 12 27 432 Deo 
South Carolina : 4,541 1,646 6,187 588 419 1,007 5,180 16.3 
South Dakota : 8,554 5,833 14,387 1,410 1,755 3,165 11,222 22.0 
Tennessee : 11,999 4,039 16,038 1,040 906 1,946 14,092 12.1 
Texas : 55,105 16,756 71,861 4,846 5,246 10,092 61,769 14.0 
Utah : 4,424 1,124 5,548 423 32 744 f 13.4 
Vermont 1,871 626 2,497 168 133 301 2,196 12.1 
Virginia : 10,326 2,723 13,049 1,064 718 1,782 11,267 13.7 
Washington : 10,517 3,415 13,932 1,509 1,200 2,709 11,223 19.4 
West Virginia : 1,794 i 292 105 2,088 16.0 
Wisconsin : 10,358 8,892 19,250 2,578 2,340 4,918 14,332 25.5 
Wyoming : 4,503 1,691 6,194 378 372 750 5,444 12.1 
US Total : 546,022 202,455 148,477 76,697 61,734 138,431 610,046 18.5 


Note: Totals may not add due to rounding. 


Financial Ratios And Returns 


US. farm sector liquidity, solvency, profitability, and finan- TeneoIRe haves Of return Onitarm aesetecend ecul CVAl/ 
Clalelriciency tals al pends (Able 6) XPress GINANCiae | 9 Saino nanan nnn mre n onan = Snape nner enna e os 2022 sb a= 


: ‘ f : Returns to assets < Returns to ity 
relationships between the income and balance sheet state- ee eee Seneese ao 
‘ : ; 5 Year ; se Reallie: : s) Reelin: 
ments. They provide a relative basis for comparing and mon- : Income : capital : Total : Income : capital : Total 
itoring the financial strength of the farm sector over time. ee ee cee ee ee 
The financial ratios indicate that the financial position of the : Beant 
sector is improving relative to the early 1980’s. 1981-85 2 1.5 ~6.0 “4.5 sie a 6-1 “6.8 
1984-86 : 3.5 -11.8 -8.3 1.6 -14.6 -12.7 

Farm Sector Returns and Cash Flow 1987 Bk 0.0 5.4 4.2 1.2 5.4 

or sea 8 : : : : 
Rising farm sector asset values, returns to assets, and cash Le : By Ee a 3 g) 
flow have enhanced farmers’ financial positions and have Lee ene reo aes SO ame Sud ote. £0, Fes ll £0, 2 On SORT iy 

; . 3. F = Forecast. t/ Excludes rator households. Totals ma 
raised returns to farm assets and equity. Since 1988 returns not add due to rounding. Returns to assets end equity are” 
to farm assets rose slower than farm real estate values, the calculated using the average of the current and previous year’s 


assets and equity, respectively. 
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rate of return on farm assets from current income fell from 
5.4 percent to 4.9 percent. The rate of return on assets may 
rise to nearly 6 percent in 1989. The rate of return on equity 
from current income dropped from 4.2 to 3.5 percent in 1988 
but may rise to nearly 5 percent in 1989 (figure 7 and 

table 18). 


Rising residual income to farm assets and rising farm asset 
values led to real capital gains in 1988. The projected total 
real rate of return on assets, which includes both returns 
from current income and returns from real capital gains, rose 
from 5.4 percent in 1987 to about 7.6 percent in 1988. This 
reflects modest increases in both land prices and in returns to 
farm assets. The total rate of return on assets is expected to 
be between 6 and 7 percent in 1989. 


Returns to operators and residual income to farm assets and 
to equity in 1989 are expected to rise from 1988 levels 
($1982) as a $4-billion increase in cash receipts and a nearly 
$10-billion increase in the value of net change in inventories 
offset a nearly $6-billion increase in gross nonfactor and fac- 
tor payments (table 19). 


The total-real-rates-of-return measures of profitability and 
the “spread” include the real capital gains component of total 
retums. The spread is the total real return on assets minus 
the real cost of debt. As the total real return on assets has 
been rising faster than the real cost of debt, the spread has 
been rising from negative values since 1984. It rose from - 
11.8 percent in 1986 to -0.1 percent in 1987. The spread is 
expected to be 1.4 percent in 1988 and -0.3 percent in 1989. 
This rise in the spread from the large negative values in the 
mid-1980’s suggests that debt financing is less unprofitable 
“for the farm sector (figure 8). 


Cash flow after interest ($1982) was nearly $44 billion in 
1988 and is expected to be about $39 to $43 billion in 1989, 


Figure 7 ; 
Profitability Ratios: Return on Assets 
and Equity 


Percent 
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Figure 8 
Rate of Return on Assets and Cost of Debt, 
Including Real Capital Gains 
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1/ Equals total real return on assets less the real cost of debt. 
1989 forecast. 
Figure 9 


Farm Debt Compared with Income Flows to 
Farm Assets 
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Figure 10 
Farm Debt Compared with Returns to Assets 
and Net Cash Flow 
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Debt excludes operator households. Net cash flow equals gross cash income 
minus total operating expenses. 
1989 forecast. 


Table 19--Returns to assets and equity 
Income and Returns : 1981 1982 1983 
Gross farm income > 164 151 136 
Returns to operators 22 17 7 
Residual income to farm assets 20 19 8 
Residual income to equity : 0 ee -12 
F = Forecast 
Table 20--Flow of funds to the farm sector, 1981-1989F 
Income and Returns 1981 1982 1983 
Gross cash income : 155 151 145 
Plus: Change in loans outstanding 16 7 3 
Plus: Net rent to nonoperator : 
Landlords : 7 6 5 
Plus: Net change in farmers’ : 
currency and demand deposits: oS a ti 

Minus: Gross cash expenses 

(excluding interest) 100 92 89 
Minus: Capital expenditures 18 13 2 
Equals: Cash flow before interest 

payments 61 59 51 
Minus: Interest payments 20 21 20 
Equals: Cash flow after interest 

payments 40 38 31 


1984 1985 1986 1987 1988 1989F 
Billion 1982 dollars 
151 140 132 138 138 141 to 145 
25 25 30 37 34 37 to 41 
24 25 ev 32 29 SSeOn te 
5 9 13 20 17 Cle towe> 
1984 1985 1986 1987 1988 1989F 
Billion 1982 dollars 
144 141 134 138 141 136 to 140 
<2 -14 -18 -10 -4 -1 to 1 
8 li 6 6 6 5 to 7 
* 1 1 * * 0 to 1 
89 83 14 76 80 80 to 84 
12 8 7 8 8 8 to 10 
50 44 42 49 56 51 to 55 
19 16 14 13 12 11 to 13 
31 28 Cle 36 44 39 to 43 


F = Forecast. * = less than pb $.5 billion. 


as the change in loans outstanding compared to 1988 offsets 
a small drop in gross cash income. This compares favorably 
with the 1984-86 average of $29 billion. Growth in real cash 
flow after interest to levels earned in the 1970-71 pre-boom 
period primarily reflects lower interest expenses (table 20). 


Debt-to-net-cash-flow and debt-to-returns-to-farm-assets 
ratios in 1988 and 1989 are also expected to remain near 
1970-71 pre-boom levels (figures 9 and 10). The debt-to- 
returns-to-farm-assets ratio is expected to fall from 3.9 in 
1988 to 3.1 in 1989, but the debt-to-net-cash-flow ratio is 
expected to remain at 2.6. This also suggests that farmers 
are in a stronger financial position than at any time in the last 
several years. 


General Economy 


The outlook for the general economy over the next 6 months 
is for modest growth, slightly falling interest rates, and mod- 
erate inflation. This scenario follows on the heels of 6 
months of slowing industrial production, sagging housing 
starts, and flat retail sales, largely generated by interest rate 
increases beginning in the spring of 1988. Strong consumer 
and producer price inflation during the first quarter of the 
year contributed to interest rate pressure. 


Numbers may not add 


due to rounding. 


But pressure to keep the interest rate high has diminished 
because earlier Federal Reserve (Fed) concerns of rising 
inflation have abated. The annualized inflation rate between 
January and July 1989 was 4.8 percent for producers. This 
compares with the annual adjusted inflation rate of 10.2 for 
1989 estimated in March. 


The Federal funds rate jumped from 6.83 to 8.74 percent in 
1988, compared to an increase from 9.12 to 9.81 percent 
between January and May 1989. Consequently, the prime 
interest rate, which rose from 8.75 to 10.5 percent in 1988, 
climbed to 11.5 percent by March 19839, its highest level 
since November 1984. 


The hike in interest rates was aimed at slowing the economy 
and curbing the threat of high inflation. All sectors 
responded to the stimulus. Industrial production, which had 
been rolling along in 1988 with a 5.7-percent increase, 
slowed in the first 6 months of 1989 to an annually adjusted 
growth rate of 1.1 percent. Housing starts fell from 
1,678,000 in January 1989 to 1,419,000 in June. A first quar- 
ter 1989 GNP growth of 3.7 percent sank to 1.7 percent in 
the second quarter. 


With inflation slowing in the second quarter, the Fed began 
to push down the federal funds rate to avoid the possibility 
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of a recession in the third and fourth quarters. The primary 
force behind the second quarter GNP growth was exports; 
second quarter export increases composed 89 percent of sec- 
ond quarter GNP growth whereas first quarter export 
increases composed only 49 percent of first quarter GNP 
growth. 


The Federal funds rate fell significantly during the summer 
months. Between May and August 19839, rates fell from 
9.81 to 8.95 percent. Following the lead, New York banks 
dropped the prime rate twice within a 5-week period, 11.5 to 
10.5 percent. 


Housing starts have reacted positively to the lower interest 
rates. Retail sales growth, which had been wavering during 
the first quarter, showed signs of renewed activity. The Fed 
seems inclined to pursue policies to stimulate economic 
growth, so long as the inflation level remains stable. 


Previous concerns of recession have tapered off. Continued 
employment growth and low levels of inventories relative to 
sales do not indicate a recession. The growth expected from 
lower interest rates, combined with higher exports levels, 
should promote continued expansion. 


The Changing Importance Of Agriculture To The Rural Economy 


Alex Majchrowicz 


1/ 


Abstract: Agriculture continues to be an integral part of the nonmetropolitan economy, 
especially in the Midwest and the more rural parts of the Nation, but its importance has 
diminished over the last two decades. In this report, employment and earnings data for 1969 
to 1986 are used to measure the changing importance of agriculture. While the changes in 
agriculture are significant to the economic welfare of some rural areas, they may have little 
effect on rural areas that are less dependent on farming. 


Keywords: Agricultural employment, earnings, nonmetro counties 


The importance of agriculture is diminishing in much of 
rural America. In 1986, agriculture and related agricultural 
services, forestry, and fisheries accounted for only 10.3 per- 
cent of total nonmetro employment and 7.8 percent of non- 
metro earnings, steadily falling from 15.4 percent and 12.8 
percent, respectively, in 1969 (tables A-1 and A-2). When 
rural counties are classified by economic base, those that 
depend on manufacturing, retirement, or government 
account for more nonmetro employment and earnings than 
farm-dependent counties (figure A-1). Rural counties classi- 
fied as manufacturing-dependent in 1979 now provide about 
three times as much employment and earnings as counties 
classified as farm-dependent as of the same date. The share 
of nonmetro employment and earnings in agricultural coun- 
ties fell about 2 percentage points between 1969 and 1986, 
while the proportion in retirement counties rose about 4 per- 
centage points. 


The transformation of the agricultural industry explains 


much of agriculture’s decline. The adoption of new produc- 
tion methods and purchase of new equipment, which contin- 
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ued during the favorable economic conditions of the early 
and mid-1970’s, allowed fewer farms, and fewer farmers, to 
produce more goods. Consequently, the number of farms 
declined from 3 million in 1969 to 2.2 million by 1986, and 


Data Sources and Definitions 


Estimates of employment and earnings are based on 
county data released by the U.S Department of Com- 
merce, Bureau of Economic Analysis (BEA). The 
BEA series measures jobs and earnings at the place of 
employment. Data are classified by the Economic 
Research Service according to metro and nonmetro sta- 
tus and, for nonmetro counties, by economic base. 
Comparisons between county types in this report are 
based on classifications of counties as of 1983 for 
metro/nonmetro status and 1979 for economic base. 
Because all counties were classified at a specific date 
and kept constant over time, the data do not reflect 
movement of counties from one group to another over 
time. 
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Source: U.S. Department of Commerce, Bureau of Economic Analysis. 


Table A-2--Agricultural employment by region and type of county, 1969-86 


United States 


Metro 
Greater core 
Greater fringe 
Medium 
Lesser 


Nonmetro F 
Urbanized adjacent 
Urbanized nonadjacent 
Less urbanized adjacent 
Less urbanized nonadjacent 
Totally rural adjacent 
Totally rural nonadjacent 


Northeast 
Nonmetro 
Metro 
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Nonmetro 
Metro 
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Metro 
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1979 1982 1986 
4.2 4.0 3.6 
2.1 Zeit 1.9 

ail 8 8 
2.4 2.3 2.1 
2.9 2.9 2.6 
4.2 4.1 Bat 

12.1 11.6 10.3 
6.8 6.6 5.9 
6.6 6.2 5.7 

14.1 13.6 11.9 

13.3 1228 11.5 

20.6 19.9 17.5 
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4.2 3.9 3.9 Smt 
9.1 8.3 8.1 7.6 
7.7 Bae 8.7 9.3 
2.8 2.8 2.9 2.9 
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7.6 8.1 8.2 8.4 
Dei ae 12.6 St, 


of Economic Analysis. 


25 


Figure A-1 


Employment and Earnings by Type of Nonmetro County, 1969-86 
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1/ Percentages do not add to 100 because some counties are classified in more than one group. 


the farm population fell more than 5 million persons to 5.2 
million. 2/ Technological innovation also caused farms to 
become more industrialized, increasing their average size 
from 369 to 456 acres between 1969 and 1986. Because of 
these changes, small farms have continued to lose their com- 
petitiveness, decline in number, and, as a result, further 
reduce farm employment. 


While agriculture prospered in the early 1970’s from good 
economic conditions and increased output gained through 
new labor-saving technology, farming experienced substan- 
tial problems in the early 1980’s. After the back-to-back 
recessions of 1980 and 1981-82, farmland values plummeted 
and asset values were reduced. Agricultural income 
declined as exports fell, caused in part by a high value of the 
dollar relative to foreign currencies and increased world food 
production. 


Agriculture’s Importance Declines in 
All Nonmetro Locations 


The relative importance of agricultural employment and earn- 
ings has declined in all categories of nonmetro counties, both 
adjacent and nonadjacent to metro areas. As the farm sector 
lost jobs, other industries, especially service-producing ones, 
had gains. The largest shift in agriculture’s importance 
occurred in totally rural counties, which historically have 

had the greatest dependence upon farming. Agriculture 
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accounted for over one-half of the employment and earnings 
in totally rural counties in 1969, but fell to only about one- 
third by 1986. 


In all regions except the metro Northeast, where farm 
employment increased fractionally, the importance of agri- 
culture relative to the total area economy diminished 
between 1969 and 1986. The increase in the metro North- 
east may be an anomaly caused by agricultural service work- 
ers. The agricultural services classification, while including 
farming-related services in soil preparation, crop production, 
and farm labor and management, also includes landscape 
and horticultural employment, popular services demanded in 
metro areas. 


The nonmetro South and Midwest had the steepest declines 
in agricultural employment and earnings from 1969 to 1986. 
These areas were especially hard hit by the decrease in agri- 
cultural exports during the early 1980’s because of their spe- 
cialization in grains, cotton, and other export commodities. 
Not all regions had declines, however, as agriculture’s share 
of total earnings in the nonmetro Midwest rose almost 3 per- 
centage points during the 1982-86 economic recovery, 
reversing the downward trend since 1969. This improve- 
ment may be due in part to an increase in government pay- 
ments, which nationally were $8.3 billion higher in 1986 
than 1982. 


Distribution of Agricultural Employment and 
Earnings Changes 


Agricultural employment in the United States remained 
fairly constant at 4.5 to 4.7 million jobs during 1969-86 but 
the nonmetro share decreased from 65.8 to 57.1 percent. 
Agricultural earnings in nonmetro areas followed a similar 
pattern, declining from 64 percent to 55.1 percent. Again, 
agricultural service-employment plays a large part in explain- 
ing these changes. Nationally, farm employment declined 
from almost 4 million in 1969 to 3.3 million in 1986, with 
nonmetro areas accounting for over 0.5 million of the jobs 
lost (figure A-2). But during this period, agricultural service 
employment increased by 0.7 million, with little of the 
increase in nonmetro areas. These changes left total U.S. 
agricultural employment almost unchanged, but reduced the 
percentage of agricultural employment in nonmetro areas. 


Between 1969 and 1986, agricultural employment and earn- 
ings, as a share of total agriculture, declined in all categories 


Figure A-2 
Change in Farm and Agricultural Services 
Employment, 1969-86 
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of nonmetro counties. The largest declines occurred in less- 
urbanized nonmetro counties, which most likely were 
affected by urban encroachment. In contrast to the nonmetro 
declines, the relative importance of agriculture increased in 
all categories of metro counties. As previously discussed, 
growth in agricultural service employment is the most proba- 
ble explanation for the increases in metro counties. 


The distribution of agricultural employment and earnings 
also changed by region, declining in the Midwest and South 
but increasing in the Northeast and West. Most of the gains 
in the Northeast and West, however, were in metro areas. 
The Midwest was the only region where both the metro and 
nonmetro share of earnings declined, reflecting weak eco- 
nomic conditions in the most agriculturally oriented part of 
the country. 
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Appendix table 1--Farm income, assets and debt, and returns 1/ 


Item 1984 1985 1986 1987 1988 1989F 
: Billion dollars 

Income and total returns : 
1. Gross farm income 2/ : 163 156 151 163 168 180 to 184 
2. Wages and perquisites to hired labor : 9 9 9 10 10 9 to 10 
3. Other operating expenses, : 

excluding interest : 80 16 70 %3 80 83 to 87 
4. Capital consumption = 19 17 16 14 15 13 to 15 
5. Net income from assets and : 

operators’ labor and management (1-2-3-4) ; 55 54 57 65 64 71 to 75 
6. Income imputed to : 

operators’ labor and management s 30 26 26 27 28 27 to 31 
7. Residual income to assets (5-6) : 26 27 31 38 35 42 to 46 
8. Real capital gain to assets F -124 - 104 -63 0 20 2 to 8 
9. Total return from assets (7+8) : -98 -76 -32 38 56 47 to 51 
10. Interest paid : 20 18 16 15 15 14 to 16 
11. Real capital gain to debt : i 6 4 7 6 Smton? 
12. Total return to equity (9-10+11) : -111 -88 -44 30 47 38 to 42 
13. Real capital gain to assets and debt (8+11) : -117 -98 -58 Z 26 9 to 13 
14. Residual income to equity (12-13) : 5 9 14 23 21 2fatorsi 
Balance sheet 3/ ‘: 
15. Assets : 847 146 690 706 148 780 to 790 
16. Debt : 191 175 155 143 138 134 to 142 
17. Equity (15-16) : 656 571 534 563 610 643 to 653 

: Percent 

Rates of return and interest rates 
18. Rate of return on assets (ROA) (7/15) 2.9 3.4 4.2 5.4 4.9 5 to 6 
19. Real capital gain on assets (8/15) : Sao -13.0 = Oni .0 -2.8 0 to 1 
20. Total real return on assets (18+19) -10.9 -9.6 -4.5 5.4 7.6 6 to 7 
21. Av. interest rate paid on debt (10/16) : 10.6 9.8 9.8 10.0 10.4 10 to 12 
22. Real capital gains on debt (11/16) g Sera 3.2 225 4.5 4.1 3 to 5 
23. Real cost of debt (21-22) : 6.9 6.6 7.3 De 6.3 6 to 8 
24. Rate of return on equity (ROE) ((7-10)/17) 8 TS 2.6 4.2 525 4 to5 
25. Real capital gain on equity ((8+11)/17) : -16.6 -15.9 -10.6 1.2 4.4 iietore 
26. Total real return on equity (24+25) : -15.8 -14.4 -8.0 5.4 8.0 6 to 7 
27. Net return on assets (NROA) (18-21) : shee -6.4 -5.6 -4.5 =5i5) Sto; 6 
28. Spread (20-23) 4/ : -17.8 -16.1 -11.8 -.1 124 0 to -1 


F = Forecast. 1/ Numbers ney not add due to rounding. 2/ Excludes operator dwellings. 3/ Excludes operator 
households and CCC activity. 4/ When total real rate of return on assets exceeds total real cost of debt, debt 
financing is profitable. 
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Appendix table 2--Farm income and cash flow statement, 1984-89 


Item 1984 1985 1986 1987 1988 1989F 
Billion dollars 
Farm income sources: : 

Cash receipts : 142.4 144.1 135.5 139.5 151 153 to 161 
Crops 1/ : 69.5 74.3 64.0 3.8 73 75 to 79 
Livestock : 73.0 69.8 71.5 (oun 79 78 to 82 

2. Direct Government nts : 8.4 a7 11.8 16.7 15 9 to 12 
Cash Government payments : 4.0 7.6 8.1 6.6 8 8 to 10 
Value of PIK commodities 4.5 1 Sat 10.1 T 1 to 2 
3. Farm-related income 2/ 4.4 5.0 5.1 5.8 Seton 
4. Gross cash income (1+2+3) 3/ : 155.2 156.9 152.5 162.0 172 170 to 175 
5. Nonmoney income 4/ : 13.4 11.8 10.6 10.0 10 8 to 10 
6. Realized gross income (4+5) : 168.6 168.7 163.1 172.4 182 178 to 185 
7. Value of inventory change : 6.3 -2.4 PEG -.4 -4 4 to7 
8. Total gross income (6+7) : 174.9 166.4 160.4 171.6 178 187 to 192 
Production expenses: : 
Cash expenses 5/ 6/ : 116.6 110.2 100.7 104.3 112 116 to 120 
10. Total expenses : 142.7 134.0 122.4 124.5 132 136 to 140 
Income statement: : 
11. Net cash income: 1/ 6/ 
Nominal (4-9) : 38.6 46.7 51.8 BT at 60 52 to 57 
Deflated (1982$) 7/ = 35.9 42.0 45.2 49.7 49 40 to 45 
12. Net farm income: 1/ : 
Nominal total net (8-10) : S2u2 32.4 38.0 teal 46 48 to 53 
Deflated (1982$) 7/ f 30.0 29.1 33.1 39.9 38 39 to 43 
13. Off-farm income : 38.9 42.6 44.6 46.8 52 51 to 55 
Other sources and uses of funds: : 
14. Change in loans outstanding 6/ A -1.9 -15.6 -19.9 = e0 -5 0 to 3 
Real estate : “1.1 -6.0 -9.2 “7.0 -4 0 to 3 
Nonreal estate 8/ : 8 -9.6 -10.7 -4.9 1 0 to 2 
15. Rental income and monetary change : 8.9 8.8 7.8 6.8 8 7to9 
16. Gross cash flow (11+14+15) : 45.6 39.9 39.7 51.9 63 58 to 70 
17. Capital expenditures 6/ : 12.5 9.2 8.5 9.8 10 10 to 12 
18. Net cash flow (16-17) 1/ 6/ : 33.1 30.7 31.2 42.1 53 48 to 58 


.F = Forecast. Totals may not add due to rounding. 1/ Includes net CCC loans. 2/ Income from custom work, machine 
hire, farm recreational activities, forest product sales, and misc. sources. 3/ Numbers in parentheses indicate 
components required to calculate a given item. 4/ Value of home consumption of farm products and imputed rental value 
of farm dwellings. 5/ Excludes peprec ation and hired labor perquisites. 6/ Excludes farm households. 7/ Deflated by 
the GNP implicit price deflator. 8/ Excludes CCC loans. 
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Appendix table 3--Relationship of net cash to net farm income 


Ce. Item 1984 1985 1986 1987 1988 1989F 
: Billion dollars 

Gross cash income : 155.3 156.9 15225 162.0 172 170 to 175 
Minus: Cash expenses : 116.6 110.2 100.7 104.3 112 116 to 120 
Equals: Net cash income : 38.6 46.7 51.8 57.7 60 52 to 57 
Plus: Nonmoney income: : 

Gross rental value of dwelling : 12.3 10.9 9 9.1 10 8 to 10 

Value of home consumption ; fied 9 8 1 0 to 1 

Value of inventory change : 6.3 -2.4 Sait =a -4 4 to7 
Minus: Noncash expenses: : 

repeectar ten & capital consumption : 23.1 20.8 18.9 17.4 17 16 to 18 

Labor perquisites : 5 ao 4 a5 1 0 to 1 
Minus: Household expenses 1/ : 2.5 2.4 2.4 Zae 2:3 Zetons 
Equals: Net farm income : 32.2 32.4 38.0 47.1 46 48 to 53 


F = Forecast. Totals do not add due to rounding. 1/ Includes expenses related to operator dwelling. 


Appendix table 4--Cash receipts, 1984-89 


- Billion dollars 
Crop receipts: 1/ 


Food grains 9.7 9.0 5.6 5.5 8 7 to 10 
Wheat 8.6 7.9 4.9 5.0 6 6 to9 
Rice eeu 1.0 ails 25) 1 1 to 2 

Feed grains and hay 15.7 22.5 17.2 Sei 15 1Stons 
Corn 10.5 16.9 12.6 8.5 10 10 to 12 
Sorghum, barley, and oats 2.9 3.3 2.4 Zen 2 1 to 3 
Hay Call) 2.3 205 2.2 2.5 3 1 to 3 

Oil crops 13.6 1225 10.6 ez 14 13 to 15 
Soybeans 12.0 11.2 9.2 9.9 12 11 to 13 
Peanuts eZ ec) 1.1 1.0 1 into: 2 

Cotton lint and seed Sine Sas 3.6 4.1 5 2 .toOr5 

Tobacco 2.8 Drath 1.9 1.8 2 1 to 3 

Fruits and nuts 6.7 6.8 7.2 8.3 9 7 to 10 

Vegetables 9.1 8.6 8.7 9.4 10 9 to 11 

Greenhouse & nursery Die 5.4 5.9 6.6 7 6 to 8 

Other crops 1/ 3.3 Se 3.3 3.8 3 2to4 
TOTAL CROPS 69.5 74.3 64.0 63.8 3 75 to 79 

Livestock receipts: 

Red meats 40.8 38.6 39.1 44.3 46 45 to 49 
Cattle 28.7 27.0 26.9 31.0 33 32 to 35 
Calves 2.0 een 2.0 2.4 3 2 to 
Hogs 9.7 9.0 9.7 aS 9 9 to 11 
Sheep and lambs <2 <5 5 a) = 0 to 

Poultry and eggs : 12.2 ice 207, 11.5 13 13 to 15 
Broilers : 6.0 BG 6.8 6.2 Me 6 to 9 
Turkeys 5 ose 128 2.0 Nev 2 1 to 3 
Eggs 4.1 3.5. Sea) See 3 2 to 4 
Other poultry 5 79 -4 4 * 0 to 1 

Dairy products : 17.9 18.1 17.8 tia 18 16 to 19 
Wholesale milk 2/ : 17.7 ee eS 17.5 17 16 to 19 

Other livestock 220 1.9 1.9 ne 2 1 to 3 
TOTAL LIVESTOCK : 73.0 69.8 71.5 (Dat, 79 78 to 82 

TOTAL RECEIPTS ectGm44h.01 0 135.35 13922 151 152 to 160 

Program 3/ : 62.2 67.6 54.5 50.9 59 60 to 6 

Non-program 4/ R 80.2 76.6 80.8 88.3 92 92 to 96 


F = Forecast. * = Less than $500 million. Totals may not add due to rounding. 1/ Includes sugar, seed, and other 
misc. crops. 2/ Milk receipts do not reflect price deductions levied on marketings. 3/ Receipts from commodities 
directly supported by farm programs. 4/ Commodities not receiving direct support. 
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Appendix table 5--Farm income distribution by enterprise type 1/ 


Crops Livestock 
Item 2 (otal: cash _ : : :Fruit, nut,: Total : Red : : 
: crops : grain 2/: Tobacco : Cotton :vegetables :livestock : __meat =: Dairy 
rere Thousands 
N r of farms 
1988 798 400 103 24 86 1,360 1,093 190 
1989F 791 397 102 24 85 1,347 1,083 189 
Income 
ie been receipts: Million dollars 
rops ’ 
1588 65,720 29,970 2,140 4,290 16,330 6,840 5,340 1,000 
1989F 70,400 32,600 2,600 4,500 16,700 7,400 5,700 1,100 
Livestock 
1988 3,690 2,920 140 100 70 74,900 40,310 19,190 
1989F 4,000 2,900 140 100 70 76,700 40,600 20,000 
2. Direct Gov’t payments: 
1988 9,480 7,500 100 900 110 5,020 3,730 1,100 
1989F 7,100 5,600 80 700 80 3,700 2,800 800 
3. Gross cash income: 3/ 
81,400 41,770 2,430 5,430 16,630 90,230 Sip Ome oo 
1989F 83,700 42,500 2,900 5,400 17,000 91,300 51,000 22,400 
4. Cash Spee S 
19 46,340 23,710 1,850 3, 160 6,030 65,340 40,960 19,760 
1989F 49,500 25,300 2,000 3,400 6,400 69,800 43,800 21,100 
5. Net cash income: 
Current dollars 4/ 
1988 35,060 18,060 580 2,280 10,600 24,880 10,340 2,020 
1989F 34,200 17,200 900 2,000 10,500 21,500 7,300 1,300 
Deflated (1982 $) 
1988 28,810 14,840 480 1,870 8,710 20,450 8,500 1,660 
1989F 26,900 13,500 700 1,600 8,300 16,900 5, 700 1,000 
Balance Sheet 
6. Farm assets: 
Real estate 
1988 214,400 99,200 11,900 7,500 40,700 336,600 257,700 55,000 
1989F 230,300 107,000 13,000 8,000 44,000 362,000 277,000 59,000 
Nonreal estate 
76,000 44,120 3, 700 4,300 7,400 124,000 82,600 30,200 
1989F 76,000 44,000 3,600 4,300 7,400 123,000 82,000 30,000 
7. Total liabilities: 
1988 63, 100 37,800 1,700 3,200 6,300 74,900 47,300 22,600 
1989F 63,000 38,000 1,700 3,300 6,300 75,000 47,000 22,600 
Percent 
8. Debt-to-asset ratio: 
1988 22 26 11 27 433 16 14 26 
1989F 21 25 10 26 te 15 13 25 


F = Forecast. Numbers may not add due to rounding. 1/ Farm pyBCS are defined as those with 50 percent or more of all 
sales accounted for by a specific commodity or coma ty group. 2/ Includes farms earning at least half their receipts 
from sales of wheat, corn, soybeans, rice, sorghum, barley, oats, or a mix of cash grains. 3/ Equals 1 + 2 + farm 
related income. 4/ Equals 3 - 4. 
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Appendix table 6--Farm production expenses, 1984-89 


Tee ilar ete eee cee oe) eee eae oes So enon oo BLS ee eee pease eee enlas\ ee lates (ee eee eee Se Sa Sala we ini ea a mina caiman ms tenia sac sac naceenauncaaecanace aac a aimia a acm ae ala aia 


Item 1984 1985 1986 1987 1988 1989F 
Billion dollars 
Farm-origin inputs 32.8 30.3 28.9 31.8 Si 36 to 40 
Feed 19.9 18.0 16.2 16.9 21 20 to 24 
Livestock 9.5 9.0 9.7 11.9 13 11 to 14 
Seed 3.4 3.4 3.0 3.0 3 3 to 4 
Manufactured inputs 21.5 21.0 17.0 17.0 18 18 to 22 
Fertilizer 7.4 23 5.8 5.6 6 6 to 8 
Fuels and oils on 6.6 4.8 4.4 5 4 to 6 
Electricity : Zie Zee 1.9 2.4 3 2 to 3 
Pesticides : 4.8 5.0 4.5 4.6 5 5 to 6 
Total interest charges : Ole 18.7 16.9 155 15 TomtomlZ 
Short-term interest : 10.4 8.8 7.8 a iC 7 to 9 
Real estate interest : Omit 9.9 Out 8.2 8 7to9 
Other operating expenses 31.4 30.7 29.8 31.4 32 32 to 36 
Repair and maintenance 6.4 6.4 6.4 6.6 7 7 to 8 
Labor expenses 9.7 9.8 9.9 10.8 14 11 to 13 
Machine hire & custom work 2.2 ne 1.8 2.0 2 2 to 3 
Animal health 1.3 1.2 Nee Mee 1 lptope 
Marketing, storage & transportation 4.0 4.1 Sat 526 3 4 to5 
Miscellaneous operating expenses 7.1 6.8 6.3 6.8 7 6 to 8 
Other overhead expenses 35.8 33.2 29.8 28.8 29 28 to 31 
Capital consumption 25e0 20.8 18.9 17.4 17 16 to 18 
Taxes 4.1 4.2 4.1 4.4 4 4 to 5 
Net rent to nonoperating landlords 8.6 8.2 6.7 fest 8 7to9 
TOTAL PRODUCTION EXPENSES : 142.7 134.0 122.4 124.5 132 136 to 140 
Cash expenses 1/ : 116.6 110.2 100.7 104.3 112 116 to 120 
F = Forecast. 1/ Cash expenses equal total expenses minus depreciation, operator dwelling expenses, and noncash 
labor benefits. 
Appendix table 7a--Balance sheet of the farming sector, excluding operator households, December 31 
Item : 1984 1985 1986 1987 1988 1989F 
Billion dollars 
Farm assets : 846.7 746.4 689.5 706.3 748.5 780 to 790 
Real estate 1/ : 637.7 555.9 507.3 518.5 546.0 580 to 590 
Livestock and poultry : 49.6 46.3 47.6 57.9 65.7 5 to 69 
Machinery and motor vehicles G 96.9 87.6 80.3 73.9 74.7 74 to 78 
Crops stored 2/ : 29.7 23.5 19.1 20.9 26.2 18 to 22 
Financial assets 3/ : 32.8 S5n0) 35.2 35.2 35.9 35 to 37 
Farm debt : 190.7 175.1 155.1 143.1 138.4 134 to 142 
Real estate 4/ : 103.6 97.6 88.6 81.1 76.7 75 to 79 
Nonreal estate : 87.1 77.5 66.6 62.0 61.7 60 to 64 
Total farm equity : 656.0 Sales 534.4 563.2 610.0 643 to 653 
: Percent 
Selected ratios: : 
Debt-to-asset : 2205) 23.5 22.5 20.3 18.5 17 to 18 
Debt-to-equity : 29.1 30.7 29.0 25.4 Zen 21 to 22 
Debt-to-net cash income E 492.8 375.0 299.5 248.0 25ei 245 to 251 


F = Forecast. 1/ Excludes value of operator dwellings. 2/ Non-CCC crops held on farm plus value above loan rate for 
crops held under CCC. 3/ Excludes time deposits and savings bonds. 4/ Includes CCC storage and drying loans. 


33 


Appendix table 7b--Balance sheet of the farming sector, including operator households, December 31 


Item 1984 1985 1986 1987 1988 12895 
Billion dollars 

Farm assets : 947.7 842.6 787.1 809.8 860.7 900 to 910 
Real estate : 691.7 603.5 5S 562.7 592.2 635 to 645 
Livestock and poultry 49.6 46.3 47.6 57.9 65.7 5 to 69 
Machinery and motor vehicles : 102.7 92.4 84.4 78.6 79.3 79 to 83 
Crops 1/ : 29.6 23.6 19.1 20.9 26.2 18 to 22 
Household goods : 26.1 27.8 30.5 32.9 38.8 39 to 43 
Financial assets : 47.9 49.0 54.5 56.7 58.5 57 to 61 

Farm debt : 204.3 187.9 166.6 153.7 148.5 144 to 152 
Real estate 2/ : 112.3 105.7 95.9 87.7 83.0 81 to 85 
Nonreal estate z 92.0 82.2 70.8 66.0 65.6 63 to 67 

Total farm equity : 743.4 654.7 620.5 656.0 712.2 755 to 765 

: Percent 

Selected ratios: : 
Debt-to-asset : 21.6 22.3 21.2 19.0 17.3 16 to 18 
Debt-to-equity | ; 27.5 28.7 26.8 23.4 20.9 19 to 20 
Debt-to-net cash income : 527.9 402.3 321.6 266.4 247.9 270 to 280 


F = Forecast. 1/ Non-CCC crops held on farm plus value above loan rate for crops held under CCC. 2/ Includes CCC 
storage and drying loans. 


Appendix table 8--Farm financial ratios: liquidity, solvency, profitability, and financial efficiency 


Farm financial ratios: 1981 1982 1983 1984 1985 1986 1987 1988 1989F 
Ege ratios: : Ratio 
ousehold debt service : 
coverage 1/ : 2.76 2.77 2.75 2.87 3.46 4.04 4.74 5.2f 604.9 to 5.1 
Farm business debt service : 
coverage 2/ : 1.66 1.74 1.70 1.76 2.12 2.49 2.94 Sui enOn cone 0 
Debt servicing 3/ : 0.21 0.23 0.22 0.22 0.19 0.18 0.15 140 On etonO.2 


Times interest earned ratio 4/ : Ze 2.26 1.80 2.72 2.96 3.49 4.32 4.30 4.4 to 4.5 


Percent 
Solvency ratios: : 
Debt/asset 5/ é 18.3 19.7 20.4 22.5 23.5 22.5 20.3 18.5 17 to 19 
Debt/equity 6/ : 22.4 24.6 25.6 29.1 30.7 29.0 Coe Zant 20 to 22 
Percent 
Profitability ratios: = 
Return on equity 7/ : 0.0 -0.3 Wiel 0.8 ice 2.6 4.2 S22 4 to5 
Return on assets 8/ : 1.9 1.9 0.8 2.9 3.4 4.2 5.4 4.9 5 to 6 
Net farm to gross cash farm : 
income 9/ : 18.4 15.6 8.4 20.8 20.7 24.9 29.1 26.6 28 to 30 
Financial efficiency : Percent 
ratios: i : 
Gross ratio 10/ : 17.6 74.9 75.5 75.1 70.2 66.0 64.4 65.1 61 to 63 
Interest to gross cash farm : 
income 11/ 5 13.1 13.9 13.7 13.1 11.4 10.6 9.2 8.5 8 to 9 
Asset turnover 12/ : 14.7 15.4 15.8 liven 19.7 Zee 23.2 23.6 22 to 24 
Net cash farm income to debt : 
ratio 13/ : 29.7 31.6 30.1 30.8 35.3 41.2 48.7 52.9 50 to 52 
Ratio 


Financial leverage index 14/ F 0.00 -0.15 -2.06 0.27 0.45 0.61 0.77 ONS Oi, tor0.9 

F= Forecast. 1/ Assesses the ability of farm sector households to repay both principal and interest. 
ability of farm businesses to repay both principal and interest. 3/ iadieatee the presen ion of gross eh eccnnih On 
needed to service debt. 4/ Shows the farm sector’s ability to service debt out of net income. 5/ Shows the proportion 
of all assets that are financed with debt. 6/ Measures the relative proportion of funds provided by creditors(debt) and 
owners(equity). 7/ Measures the ability of farm sector management to realize an adequate return on the capital invested 
by the owner(s). 8/ Measures how efficiently managers use farm assets. 9/ The profit margin indicates profits earned 
per dollar of gross income. 10/ Gives the portion of gross cash farm income absorbed by production expenses (claims on 
farm businesses). 11/ Gives the proportion of gross cash farm income committed to interest payments. 12/ Measures the 
gross farm income generated per dollar of farm business assets. 13/ Indicates the burden placed on net cash farm income 
to retire outstanding debt. 14/ Indicates whether or not the use of financial leverage is beneficial. 
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Get these timely reports en USDA's 
Economic Research Service  _ 





These periodicals bring you the latest information on food, farms, and rural America to help you keep your 
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also presents long-term analyses of issues ranging from international trade to U.S. land use and availability. 11 issues 
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The Journal of Agricultural Economics Research. Technical research in agricultural economics, including econo- 
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annually. 1 year, $7; 2 years, $13; 3 years, $18. 


Foreign Agricultural Trade of the United States. Updates the quantity and value of U.S. farm exports and imports, 
plus price trends. 6 issues annually, 2 annual supplements, and monthly updates. 1 year, $20; 2 years, $39; 3 years, $57. 


Situation and Outlook Reports. These reports provide timely analyses and forecasts of all major agricultural commodi- 
ties and related topics such as finance, farm inputs, land values, and world and regional developments. 
Each Situation and Outlook title costs: 1 year, $10; 2 years, $19; 3 years, $27. Titles include: 
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Washington, D. C. 20005-4788 COS eees 
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